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BENNY WAMPLER. We' || go ahead and get started.

Good norning. M nane is Benny Wanpler. |'m Deputy Director
for the Departnent of Mnes, Mnerals and Energy, and
Chai rman of the Gas and Ol Board. |[|'ll ask the nenbers to

i ntroduce thenselves, starting with M. Brent.

MASON BRENT: My nane is Mason Brent. |'mfrom
Ri chnmond, and | represent the gas and oil industry.
DENNIS GARBIS: M nane is Dennis Garbis. I|I'ma
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public menber from Fairfax County.

SHARON PIGEON:  |1'm Sharon Pigeon. I'mwth the

office of the Attorney General.

JIMMINIYRE: JimMlIntyre, Wse, Virginia,

citizen appoi ntee.

BOB W LSON: |''m Bob WI son. I'mthe Director of

the Division of Gas and G|, and Principal Executive to the
staff of the Board.

BENNY WAMPLER: The first itemon today's agenda is

a quarterly report to the Board on the escrow account as
adm ni stered by Wachovi a Bank escrow agent for the Board.
M. WIson, you have distributed copies?

BOB WLSON: Yeah, you each have in front of you

the copy of this quarter's report. |'ll go over it very
briefly for the record. W had an openi ng bal ance as of
Decenber the 31st, 2003, of $8, 156, 166.54. We received
deposits of $451,957.10; and received interest paynents of
$16,874.14. On the other side of the |edger, we...what's
shown on the account overview here as refunds. These were
actual ly disbursenents that went out |ast quarter under Board
order, $17,926.84. W also had fees in the anount of $30, 000
renmoved fromthe account. As you know, this is a running

accounting, $5,000 per nonth for the fees. They only renove
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those twice a year. Qur closing balance was $8,577,070...1'm
sorry, $8,577,070.94. The interest rate right now has risen
to a whopping .92% As you can see, we're barely breaking
even on that when our interest at $16,874 just exceeds the
$15,000 fees that we're paying. However, we're on the
positive side.

There's one note there. W had a situation brought
to our attention whereby funds had been being placed into an
i nproper account. This is due to the way they were submtted
to the bank. W had that corrected. They included that in
the note here that...where they refer to tracts K-10 and K-12
should actually be units K-10 and K-12. But that was squared
awnay.

There's one other itemthat | would like to nention
inregard to the escrow account. W have been dealing with
the Internal Revenue Service relative to the furnishing forns
1099 at the end of the year relative to paynents that had
been fromthe escrow account. This was sonething that wasn't
anticipated in the original contracts or our dealings with
these things. Normally, 1099s are paid or are sent out by
t he paying party when paynents are nade directly to owners.
Since there's an interimstep in here, there's a question as

to who's responsible for this. The service has yet to give
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me a final ruling on that. But it appears that this is going
to be the Board' s responsibility and thus the bank's

responsi bility under contract to the Board as the persons who
are handling the account. This is a unique situation to the
folks that |I've been doing wwth, too. W've had...|'ve dealt
with IRS people fromDallas to Philadel phia and we still
haven't quite gotten this straightened out. However, in
today's di sbursenent proceedings and all future ones, we wll
be needing to point out in our orders in our proceedi ngs that
we need to get...we need to be furnished with social security
nunbers for all recipients or taxpayer identification nunbers
if they happen to be businesses, which we will get under
separate cover. They wll not be a part of the order. These
wi Il be furnished to the bank so that 1099s can be sent out
under the usual confidentiality of identifying nunbers and
that sort of thing. W would not keep those on record, but
they would need to be filed and if the recipients choose not
to file the nunbers with us, then they woul d be subject to
withholding of, and I think it's 30% by the bank when
these...the noneys are paid out. But as | said, we're stil
in negotiation. W're still in...have sone questions about

t he exact procedure that need to be foll owed. But sonewhere,

there is going to be a responsibility for these 1099s. |
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think it's going to fall on us basically, but then to the
bank as our agent. 1'Il obviously Iet you know how that pans
out. But we do need to start immediately making this
announcenent and requesting the social security nunber, and
stating in the order that if this is not supplied, then the
nmoney i s subject to w thhol ding.

MASON BRENT: Anyt hing you have to do

retroactivel y?

BOB WLSON: W are going to attenpt to get the

soci al security nunbers for those who have been paid out this
year. \What we're going to try to do is start with this

cal endar year doing the proper procedure. The service has
requested that we provide themw th information regarding

di sbursenents for the last three years. They don't think
they probably want to pursue it any further back than that.
But...and their reaction was that they probably woul d not
cone in with enforcenent action or anything like that. They
woul d probably wite a letter to these folks stating that if
they had not filed on this noney they received, they needed
to do so.

SHARON PIGEON: Did you say that the contract we

currently have with the bank does provide for them providing

this service wthout any additional ---7?
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BOB W LSON: It does not.

SHARON PI GEON:  kay, it does not.

BOB WLSON: It does not provide for that, no.

This is sonething that we're going to have to deal with the
bank. | don't know what their reaction will be on that when
you talk to sonebody official. But the only people that I
have tal ked to has been to receive information about their
procedures. | have not actually gone to themw th the
proposition that they need to supply these. W'Il|l do that in
a bit higher |evel.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Thank you. The next itemon the

agenda is a petition from Equi table Producti on Conpany for a
wel | | ocation exception, proposed well V-503809, docket
nunmber VGOB-04-0316-1270. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman and nenbers of the Board,
Ji m Ki ser on behal f of Equitable Production Conpany. Qur
witness in this matter will be M. Don Hall. W do have an

exhibit that I will go ahead and pass out now.
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BENNY WAMPLER: The record will show there are no

others. You may proceed.
JIMKISER | guess we need to swear M. Hall.
(WTNESS IS DULY SWORN. )

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you d state your nanme for the
record, who you're enployed by and in what capacity.

A My nane is Don Hall. |'m enployed by
Equi t abl e Production as district | andman.

Q And are you famliar with the application we
filed here seeking a | ocation exception for well V-503809?

A Yes.

Q And do your responsibilities wth Equitable
include the Iand involved here in this unit and the
surroundi ng area?

A Yes.

Q And have all interested parties been

notified as required by Section 4(b) of the Virginia Gas and
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O 1 Board regul ations?

A Yes.

Q Wbul d you indicate for the Board the
ownership of the oil and gas underlying this unit, which
we're going to force pool after this hearing?

A Copy of the Exhibit B.

Q So, refer the Board to Exhibit B, which
woul d be attached to the application for 04-0316-12717

A We have 71.79%

Q No, no. The ownership, there's what, 54
tracts in this unit?

A Ch, yes. Yes, it's 54 tracts.

Q And as far as the ownership underlying the
oil and gas, we'll just refer the Board to Exhibit B of the
force pooling application, correct?

A Correct.

Q Now, does Equitable have the right to
operate any reciprocal wells, that being Equitable well

nunber V-3808?

A Yes.

Q Ckay. Are there any correlative rights
i ssues?

A No.

10
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Q Coul d you explain for the Board in
conjunction with the Exhibit that we just passed out why
we're seeking this | ocation exception?

A Vell, the...what exhibits you have is our
wel | plat overlaying a typographic map on a 400 scale. You
see the V-503809 is highlighted in the center of that circle.

If we continue the direction from 3808, which is al so shown
on that map, 560 feet alnost to the south, the |l egal |ocation
would be in the mddle of the road there and anong all those
smal |l |lots and house and so forth. So, it was not a
practical place to put the | ocation.

Q And in the event the | ocation exception were
not granted, would you project the estimated | oss of reserves
resulting in waste?

A 650, 000, 000 cubic feet.

Q And what is the total depth of this well
under the plan of devel opnent?

A 5927 feet.

Q And is the applicant requesting that this
| ocati on exception cover conventional gas reserves to include
the designated formations fromthe surface to the total depth
drilled?

A Yes.

11
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Q Have permts been applied for?

A Yes.

Q In your opinion, would the granting of this
| ocation exception be in the best interest of preventing
waste, protecting correlative rights, and maxi m zing the
recovery of the gas reserves underlining the unit for V-
503809?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: What did you say the estinated

reserves were?
DON HALL: 650, 000, 000 cubic feet.
MASON BRENT: 650, 000, 0007

DON HALL:  Uh- huh.

BENNY WAMPLER:  You' re showi ng that you're stil

staying within Tract 1, is that correct?
JIM KI SER Yes.
DON HALL: Yes, the well is in Tract 1.
BENNY WAMPLER:  And who is that?

DON HALL: A Cuy Fatonie.

12
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BENNY WAMPLER:  How di d you know t hat ?

DON HALL: Because | have a plat here with the
names on it.

BENNY WAMPLER:  |s it nunbered, yours nunbered?

DON HALL: Yes.
BENNY WAMPLER: Qurs aren't nunbered.

DON HALL: |'ve got a new plat to pass out.
BENNY WAMPLER:  Ckay.

DON HALL: | probably should have done that wth
this one.

JIMKISER | think it's attached to the force
pool i ng application.

DON HALL: Wuld you like to |l ook at this now?

BENNY WAMPLER:  No. QO her questions from nenbers

of the Board?

MASON BRENT: Do you know what the el evation of

this well is relative to that other one?

DON HALL: | don't know the relativity of it. |
don't think I even have the...the elevation of the well at
3809 is 2108 feet. |I'mnot sure what the elevation of the
ot her one is.

BENNY WAMPLER:  Anyt hi ng further?

JI' M Kl SER: M. Chairman, we'd ask that the

13
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application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JI'M M| NTYRE: So noved.

DENNI S GARBI S:  Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production for
creation and pooling of a conventional gas unit V-503809,
docket nunber VGOB-04-0316-1271. W'd ask the parties that
W sh to address the Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser and Don Hall, again, on behalf of Equitable
Production. This is a force pooling for the well that we
just sought a location exception for. M. Hall is passing

out a revised plat and revised set of exhibits that include

14
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Exhibit B, Exhibit B-2, Exhibit B-3 and Exhibit E. There
were some questions...did your packet contain an AFE?

BOB WLSON: No.

JI' M Kl SER: Here's an AFE as Exhi bit C

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you' d again state your nane for
the record, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enpl oyed by
Equi t abl e Producti on Conpany as District Landnman.

Q And do your responsibilities include the
| and i nvol ved here and in the surrounding area?

A They do.

Q Are you famliar wth the application that
we filed seeking the establishnent of a unit and pooling any
unl eased interest for EPC well nunber V-503809, which was
dated February the 13th, 20047

A Yes.

Q | s Equitable seeking to force pool the

15
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drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A W do.

Q Now, prior to filing the application, were
efforts made to contact each of the oil and gas interest
owners within the unit and an attenpt nade to work out a
vol untary agreenment with then?

A Yes.

Q What is the interest of Equitable that's

under lease in unit at this tine?

A 71. 790084%

Q And are all the unleased parties set out in
Exhi bit B-3?

A Yes.

Q And what is the percentage of the unit that

remai ns unl eased at this tinme?
A 28. 209916%
Q Now, this is slightly different than the
| eased and unl eased percentages at the tinme the application

was filed. Can you point out for the Board what has

16
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transpired since we filed this application in February?

A. VWll, it was continued | ast nonth because we

found an additional tract that we initially didn't have,

whi ch woul d be Tract 54 on the plat and on the exhibit. 1In
addition to that, we found that one of the tracts, Tract 5,
had been sold. W notified the new owner. W also |ocated
sone heirs that we listed as unknown at the tinme of the
application. Those are all set out. On Exhibit B-2 is added
or dism ssed parties.

Q And then B-3 was anended to show t he
additional |eases that were picked up?

A Yes. That's correct, yes.

Q And then B anended just to show the new
percent ages of | eased and unl eased?

A That's correct.

Q So, the exhibits that were just passed out,
the revised set of exhibits, to the Board woul d present an
accurate picture of where we are on this unit at this tine?

DON HALL: That's correct.

BENNY WAMPLER. WAs there any change in the plat

map?
DON HALL: W added a Tract 54, which reduced

anot her tract, which made a change.

17
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BENNY WAMPLER: And does that copy of the exhibit

need to be in the preceding case as well?
DON HALL: Probably.
JIMKISER  The plat needs to be, yeah.

BENNY WAMPLER: Yes. That's what | was getting at

earlier. | was just going to wait. | just decided to wait
until we got here. So, you do need that plat?

JIMKISER Right. And the plat needs---.

BENNY WAMPLER: And treated as an exhibit?

JIMKISER ---to be an anendnent to the
application for the | ocation exception.

BENNY WAMPLER.  Ckay, go ahead.

Q Now, M. Hall, do we still have sone unknown
interest owners within this unit?

A Yes.

Q Were reasonable and diligent efforts nmade
and sources checked to identify and | ocate any unknown heirs
i ncluding primary sources, such as deeds records, probate
records, assessor's records, treasurer's records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

Q I n your professional opinion, was due

18
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diligence exercised to | ocate each of the respondents naned
in Exhibit B, B-2 and B-3?

A Yes.

Q Now, are the addresses set out in Exhibit B
to the application the [ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

all unleased interest as listed in Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair narket
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, a five year termand a

one-ei ghth royalty.

Q Did you gain your famliarity by acquiring
oil and gas | eases, coal bed nethane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A. Yes.

19
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Q In your opinion, do the ternms you have
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A They do.

Q Now, as to those interest owners who have
not voluntarily agreed to | ease, do you recommend...who are
listed at Exhibit B-3, do you recomrend they be allowed the
follow ng options with respect to their ownership interest
within the unit: one, direct participation; twd, a cash bonus
of five dollars per net mneral acre, plus a one-eighth of
ei ght-eighths royalty; or three, in lieu of a cash bonus and
a one-eight of eight-eights royalty, share in the operation
of the well on a carried basis as carried operator under the
follow ng conditions: Such carried operator shall be
entitled to his share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof, or agreenents relating thereto of such tracts but
only after the proceeds applicable to his share equal, A),
300% of the share of such cost applicable to the interest of
a carried operator of a |leased tract or portion thereof; or

B), 200% of the share of such cost applicable to the interest

20
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of the carried operator of an unleased tract or portion
t her eof ?

A Yes.

Q Do you recommend that the order provide that
the el ections by respondents be in witing and sent to the
applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25328, attention Ml anie
Freeman, Regul atory?

A Yes.

Q Should this be the address for all
comuni cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if no witten election is properly made by a respondent, then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d the unl eased respondents be given 30
days fromthe date of the execution of the Board order to
file their witten elections?

Yes.

Q | f an unl eased respondent elects to

21



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

participate, should they be given 45 days to pay their
proportionate share of well cost?

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that party's share of
conpl eted well cost?

A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and
thereafter annually on that date until production is
achi eved, to pay or tender any cash bonus becom ng due under
the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay
their proportionate share of well cost satisfactory to the
applicant for paynent of those costs, then their election to
participate should be treated as havi ng been w t hdrawn and
voi d, and such respondent should be treated just as if no
initial election had been filed, that is deened to have
| eased?

Yes.

Q Do you recommend the order provide that

22
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where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within 60 days after the
| ast date on which such respondent could have paid or nmade

satisfactory arrangenent for the paynent of those well costs?

A. Yes.
Q Okay, in this particular situation, it's a
conventional well, and we do have sone unknown interests.

So, the Board does need to establish a escrow account into
whi ch any proceeds attributable to those unknown interests
can be paid, is that correct?

A That's correct.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed
wel | under the plan of devel opnent?

A 5927 feet.

Q Again, the estinmated reserves for this unit?

A 650, 000, 000.

Q Now, are you famliar with the well costs

for this well?

A Yes.

23



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q Was this AFE prepared by an engi neeri ng
department know edgeable in the preparation of AFEs and
know edgeable in particular in regard to well costs in this
area?

A Yes.

Q I n your professional opinion, does this AFE
represent a reasonable estimate of the well cost under the
pl an of devel opnent ?

A It does.

Q Coul d you state for the Board at this tine
both the dry hole cost and the conpleted well cost for this
wel | ?

A The dry hole cost is $299, 327, and the
conpleted well cost is $447, 842.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A. Yes.

24



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: What is your total depth?

DON HALL: 5927 feet.
BENNY WAMPLER: The party that you dism ssed, is

that Tract 5? Wen you tal ked about it earlier, | don't
think you said who it was?
DON HALL: Yes.

BENNY WAMPLER:  But on your B-2 you show that you

added Danny Wayne Heiman or Hi || man?

DON HALL: Yes, Danny Wayne Hei man acquired the
property from Dezra Mil lins.

JIMKISER  Dezra Mullins.

DON HALL: So, in Exhibit B-2, in the added and
di sm ssed parties, we dism ssed Dezra Mullins since her
property is now owned by Danny Wayne Hei nan. Then we added
Donal d Tucker as that new tract on that exhibit.

JIMKISER The rest of the dismssals are on 16
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with the additional | eases.
DON HALL: Yeah, those are | eased since the
appl ication.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

MASON BRENT: Wy are the percentages of |eased and

unl eased on the revised Exhibit B the sane as the percentages
on the original B?

DON HALL: They shoul dn't be.

JIMKISER  They shouldn't be.

MASON BRENT: Because Tract 5, you | eased that new

party. You didn't have the other one |eased.
JIMKISER Let's see.
DON HALL: They shouldn't be. They shouldn't be.
JIMKISER  They are, Don. Now, wait a m nute.
DON HALL: The Exhibit B that we filed, the
percent age | eased was 70.81% rounded off and this one has
71. 79%

MASON BRENT: It's the sanme in mne, the original

one | got and this.
JIMKISER Hunmm  You know what happened
probably, when we had five additional people to notify,

that's why we continued it. W sent it to you all, too. So,
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he probably got the revised---.

BENNY WAMPLER: We got the revised one in here in

our packet.
JIMKISER  Yeah. So, that's all you probably got
is all revised. You probably never got the---.

MASON BRENT: The origi nal ?

JIM KISER  Yeah.
BENNY WAMPLER. Ot her questi ons?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as submtted with the revised set of

exhi bits.

BENNY WAMPLER. |s there a notion for approval ?

JIM McINTYRE: So noved.

BENNY WAMPLER:  Mbtion for approval. |Is there a
second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. W're going to

go ahead and finish yours and nove on to nunber---.

BEN KENNEDY: M. Chairman, is there any way you

can turn the volunme up on those mkes. It's hard for us to
hear back here.

BENNY WAMPLER:  |'m sorry, they're not...they just

record. They don't project. I'msorry. The acoustics---.

BEN KENNEDY: You can't hardly hear either one of

t hese two gentl enen.

ZELDRA KENNEDY: The gentlenen with their back to

us, we can't hardly hear them

BENNY WAMPLER:  Yeah. W'I|l ask themto speak up a

little bit nore. Sonetines they---.

BEN KENNEDY: |I'msorry, | interrupted you, but we

had troubl e hearing them

BENNY WAMPLER:.  That's okay.

JIMKISER That's the first tinme anybody has ever
conpl ai ned about not being able to hear ne.

BENNY WAMPLER:  These are just recordi ng m kes,

unfortunately. The next itemon the agenda is a petition

from Equi tabl e Producti on Conpany for creation and pooling of
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a conventional gas unit V-535657, docket nunber VGOB-04-0420-
1279. We'd ask the parties that wish to address the Board in
this matter to cone forward.

Just so that you fol ks understand what we're doing,
we're finishing up wwth Equitable since they' re already up
here rather than nove people back and forth and back and
forth. So, we're on nunber eleven if you' re keeping track on
t he agenda we're going by. W'Il go back and pick up at the
begi nning just as soon as we finish with them

Go ahead and i ntroduce yourself.

JIMKISER M. Chairman, again, JimKiser and Don
Hal | on behalf of Equitable Production Conpany. M. Hall is
passing out a revised AFE for this well, which | think was
revised to include what, pipeline cost?

DON HALL: Yes. W have several AFEs in this batch
t hat have been revi sed because of the fact that the pipeline
cost wasn't included initially.

JIMK SER Al set?

(No audi bl e response.)

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

29



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Q M. Hall, again, state your nane, who
enpl oyed by, and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landman.

Q Are you famliar with our application
seeking the establishnent of the unit and seeking to force
pool any unleased interest for EPC well|l nunber V-535657,
whi ch was dated March the 19th, 20047

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A W are.

Q Does Equitable own drilling rights in the
unit involved here?

A V¢ do.

Q Now, prior to filing the application, were
efforts nmade to contact each of the respondents in the unit
and an attenpt nmade to work our an agreenent regarding the
devel opnent of the unit?

A Yes.

Q What is the interest of Equitable under

|l ease within this unit?
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A We have 93.93% | eased.
Q And are all the unleased parties set out in

Exhi bit B-3?

A Yes.

Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable in this unit?

A Yes.

Q And what percentage of the unit renmains
unl eased?

A 6. 07%

Q In this particular well we do not have any

unknown interest, is that correct?

A That's correct.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit B and B-3?

A It was.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Yes.
Q And again, are you famliar with the fair
mar ket value of drilling rights in the unit here and in the

surroundi ng area?

31



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Yes.
Q Coul d you advise the Board again as to what
t hose are?
A A five dollar bonus, a five year term and a

one-eighth royalty.

Q In terns...in your opinion, do the terns
you've just testified to represent the fair market val ue of
and the fair and reasonabl e conpensation to be paid for
drilling rights within this unit?

A They do.

JIMKISER  Now, M. Chairman, at this time, I'd
ask that the testinony that we just...was just taken in VGOB
docket nunber 04-0316-1271, that being the force pooling of
wel | V-503809, considering...or concerning the election
options and tine periods that the force pool ed parties have
in which to make those el ection options be incorporated for
pur poses of this hearing.

BENNY WAMPLER:  They wil| be i ncorporated.

Q Ckay, M. Hall, in this particular case it's
a conventional well. W don't have any unknown i nterest
owners. We do not need the Board to establish an escrow
account, is that correct?

A. That's correct.
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Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what's the total depth of this wel
under the applicant's plan of devel opnent?

A The total depth has been revised a little
bit fromthe application. As you can see on the AFE, it's
now 5413 feet as opposed to...it was initially applied for as
5363.

Q And the estimated reserves for this unit?

300, 000, 000 cubic feet.
Are you famliar with the well cost for this
wel | ?

A Yes.

Q Has an AFE been revi ewed, signed and revised
and submtted to the Board?

A It has.

Q And does this AFE, in your opinion
represent a reasonable estimate of the well cost for this
wel | ?

A It does.

Q Coul d you state for the Board what these

costs are?

33



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A The dry hol e cost is $218, 287 and the
conpleted well cost is $413, 149.

Q Do your costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?

A. It woul d.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MASON BRENT: \Where on your AFE do you show t he

depth ot her than---7?
DON HALL: Looking at line itemtwo.
MASON BRENT:  Yeah.

DON HALL: 5413 feet at---.

MASON BRENT: At 1540. Wy isn't it up here with
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all the other profile information---7?

and- - -.

DON HALL: I---.
MASON BRENT: ---where it says "depth"?
DON HALL: | don't know. It should be---.

JIM KI SER \Were?
DON HALL: ---on top of the---.
MASON BRENT: Up here. Yeah, well type, depth

DON HALL: Okay, yeah.
MASON BRENT: ---and (inaudible).

DON HALL: " m not sure.

MASON BRENT: Has this well been permtted yet?

know there's an application pending.

DON HALL: The application is pending.
MASON BRENT: But you don't whether it has been

approved yet or not, or permtted?

DON HALL: | don't think so.

BENNY WAMPLER: Ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as submtted with the revised AFE

BENNY WAMPLER: Is there a notion?
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JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for creation and pooling of coal bed nethane...or coal bed gas
unit V...VC 535625, docket nunber VGOB-04-0420-1280. Ww'd
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIMKISER M. Chairman, JimKiser and Don Hal
agai n on behalf of Equitable Production Conpany. Again, we
have a revised AFE. This is a pooling of a coal bed net hane
well where the only unleased interests in the unit are
unknown parties.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, you're famliar with the
application we filed seeking a pooling order for EPC well
nunber VG 535625, which was dated March the 19th, 2004?

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
of the application?

A Yes.

Q And this is a well that is subject to the
Nora Coal bed Methane Gas Field Rul es?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A V¢ do.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents owning an
interest in the unit and an attenpt nmade to work a voluntary
agreenent regardi ng the devel opnent of the unit?

A. Yes.
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Q VWhat is the interest of Equitable under
|l ease in the gas estate within the unit?

A We have 91.30% i nterest | eased.

Q And the interest of Equitable under |ease in

the coal estate?

A 100%

Q And are all the unleased parties set out at
Exhi bit B-3?

A They are.

Q Now, are you famliar with the ownership of
drilling rights of parties other than Equitable underlying

this unit?
Yes.

Q And what percentage of the gas estate is
there that remains unl eased?

A 8.71%

Q And that is represented in Tracts 3 and 4
under the ownership of sone unknown heirs?

A That's correct.

Q Ckay. Now, were reasonable and diligent
efforts nmade and sources checked to identify and try to
| ocate these unknown heirs including primary sources such as

deed records, probate records, assessor's records,
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treasurer's records and secondary sources such as tel ephone
directories, city directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit B and B-3?

A They were.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all the unleased interest listed at Exhibit B-3?

A W are.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.
Q And are what those are?
A A five dollar bonus, a five year term and a

one-ei ghth royalty.
Q In your opinion, do the terns you' ve j ust

testified to represent the fair market value of and the fair
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and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

JIMKISER At this tinme, M. Chairman, we'd ask
again that the testinony regarding el ection options afforded
any unl eased parties be incorporated.

BENNY WAMPLER: They wi || be incorporated.

Q Okay, M. Hall, in this particular case, we
do need the Board to establish an escrow account?
A That's correct.
Q And that is due to both conflicting
cl aimants and unknown interests?
A That's correct.
Q And should we...if this order be approved,
who shoul d be naned the operator?
Equi t abl e Producti on Conpany.
And what's the total depth of the proposed

wel | ?

A 2830 feet.

Q And the estimated reserves for the unit?

A 300, 000, 000 cubic feet.

Q Are you famliar wwth the well cost for the
wel | ?

40



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A Yes.
Q Has an AFE been revi ewed, signed and
submtted to the Board, a revised AFE?

A. Yes.

Q And was this AFE prepared by an engi neering

departnment know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this area?

A Yes.

Q And does it, in your opinion, represent a

reasonabl e estimate of the well cost?

A It does.

Q Coul d you state for the Board what those
are?

A The dry hole costs are $131, 752 and the

conpleted well cost is $226, 340.

Q 226, 3407
A Uh- huh.
Q And do these costs anticipate a nmultiple

conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A. It does.
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Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of
correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER.  On your Exhibit B, the | ast page

where you did your total percentage of |eased and unl eased---
DON HALL:  Uh- huh.

BENNY WAMPLER:  ---woul d you | ook at those nunbers

and tell us what they need to be?
DON HALL: On the gas estate or the---?
BENNY WAMPLER. On the gas estate, |I'msorry.

DON HALL: The---.

JIMKISER It should be right.

DON HALL: That should be right, 91.3 and 8. 71.
SHARON PI GEON: That doesn't add up.

BENNY WAMPLER: It doesn't add to...it's a little

over a 100%
DON HALL: Well, obviously, the rounding didn't get
to---.

JIMKISER | guess it would be 8.7.
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DON HALL: Yeah. When you get into the---.

JIMKISER W'I|l revise that.

DON HALL: ---four or five digits after the
deci mal - - -.

BENNY WAMPLER: | know. O her questions from

menbers of the Board.
JIMKISER W'Ill revise that, M. Chairman.
MASON BRENT: \Who were the conflicting claimants?

You just testified that they were both unknown and
conflicting? Al | see are unknowns.

DON HALL: If you | ook at---.

JIMKISER Tract 1, there's a conflicting claim

DON HALL: Tract 3.

JIMKISER  Tract 3.

DON HALL: Tract 4.

JIMKISER  And Tract 4.

DON HALL: Look at Exhibit E.

JIM KISER You have---.

MASON BRENT: Ckay.

JIMKISER  You got it? Ckay.

MASON BRENT: And you're proposing to put this well

outside the drilling w ndow?

DON HALL: Yes, sir.
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JIMKISER Yes. And he'll...Equitable will seek a
| ocation exception in the permtting process if they haven't
al r eady.

DON HALL: This well has not been applied for yet.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER M. Chairman, we'd ask that the
application be approved as submtted with the caveat that we
will submt a revised Exhibit B to reflect a 100% i nstead of
a 100.1 or 01, or whatever it is.

BENNY WAMPLER: And we have the revised AFE

JIMKISER Wat's wong with the AFE?

DON HALL: He said and the---.

JIMKISER Ch, and...l'msorry, and the revised
AFE that has been subm tted.

BENNY WAMPLER.  Right. Is there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: s there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for creation and pooling of coal bed nethane gas unit VC
535872, docket nunber VGOB-04-0420-1281. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMKISER M. Chairman and Board nenbers, again,
M. Kiser and M. Hall for Equitable.

BENNY WAMPLER:  Your nane, sir?

LOYALL COUNTS: M nane is Loyall Counts. |'mhere

on behalf of Loyall R and Linda S. Counts, 1634 Echoes
Court, Kingsport, Tennessee.

BENNY WAMPLER:  Thank you.

JIMKISER  Again, we have a revised AFE or Exhibit
C to the application.

(Don Hal |l passes out exhibits.)

JIMKISER Gve ne just a mnute here.

(Don Hall and Ji mKi ser confer.)
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JIMKISER | got a copy of this this nor
BENNY WAMPLER: Go ahead and take tine to

JI' M Kl SER: |'ve read it.

BENNY WAMPLER:  Ckay.

(Chairman confers with the Board.)
(JimKiser and Don Hall confer.)
JIMKISER  Ckay.

ni ng.

read it.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, you' re famliar wth the

application we filed seeking a pooling order for EPC well

nunber VC-535872, which was dated March the 19th, 20047

A Yes.
Q | s Equitabl e seeking to force pool
drilling rights underlying the unit as depicted at

that being the plat to the application?

46
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A W are.

Q And does Equitable own drilling rights in
the unit invol ved here?

A Yes.

Q Now, prior to filing the application, were
efforts made to contact each of the respondents owni ng an
interest in the unit and an attenpt nade to work out an
agreenent regarding the devel opnent of the unit?

A Yes.

Q What is the interest of Equitable under
| ease in the gas estate within the unit?

A 54.87...54.82%

Q And the interest under lease to Equitable in

the coal estate in the unit?

A 100%

Q And all the unleased parties are set out in
Exhi bit B-3?

A They are.

Q And what percentage of the gas estate

remai ns unl eased at this tine?
A 45. 18%
Q Now, we do have sone unknown i nterest owners

inthis particular unit. Wre reasonable and dili gent
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efforts nmade and sources checked to identify and | ocate any
unknown heirs including primary sources such as deed records,
probate records, assessor's records, treasurer's records and
secondary sources such as tel ephone directories, city
directories, famly and friends?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in the exhibits attached hereto?

A Yes.

Q Are the addresses set out in Exhibit Bto
the application the | ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.
Q And are what those are?
A A five dollar bonus, a five year term and a

one-ei ghth royalty.
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Q In your opinion, do the terns you' ve just
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIMKISER  Again, M. Chairman, we'd ask that the
testinony regarding el ection options afforded any unl eased
parties previously taken be incorporated for purposes of this
heari ng.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay, in this particular unit, M. Hall, we
have both conflicting clainms to the coal bed net hane and
unknown interest owners. So, are you asking the Board to
establish a escrow account for these particular tracts?

A Yes.

Q And who shoul d be nanmed operator under the

force pooling order?

A Equi t abl e Producti on Conpany.

Q And the total depth of the proposed well?
A 2628 feet.

Q The estinmated reserves for the unit?

A 350, 000, 000 cubic feet.

Q Are you famliar wth the well cost for the
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wel | under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board this norning?

A. It has.

Q Does this AFE, in your opinion, represent a

reasonabl e estimate of the well costs?

A It does.

Q Coul d you state for the Board what those
costs are?

A The dry hole costs are $109,511 and the

conpleted well cost is $244,7...278.

Q 244, 2787
A That's correct.
Q Do these costs anticipate a nultiple

conpl etion?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of

conservation, the prevention of waste and protection of
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correlative rights?

A Yes.

JIMKI SER  Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

MASON BRENT: | have just one question.

BENNY WAMPLER: M. Brent.

MASON BRENT: M. Hall, we've seen a |lot of revised

AFEs today, and they're all upping the estimted cost.
VWhat's...what's the driver there?

DON HALL: Well, we've recently had sone change in
our engi neering departnents as to the people who were
preparing the AFEs, and several of these got out w thout al
the cost involved. W have...since the application, we've
revised themto catch all the cost. For the nost part, |
think it's pipeline costs was the main thing that was |eft
out .

MASON BRENT: Ckay.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER' M. Counts, did you have any

questions of this wtness?

LOYALL COUNTS: No. Al | want to...l think the

letter speaks fairly well for itself. | would |ike to ask
that that be incorporated as a divergent claiminto their
Exhibit E as an anmendnent to it or whatever.

BENNY WAMPLER: M. Kiser, do you want to address

t hat ?

JIMKISER Well, | nean, it obviously can't...it
can be an exhibit to the Board hearing, but it can't be an
exhibit to our application because we didn't file it. W
don't have any---.

LOYALL COUNTS: They were notified on 3/10/2004 of

this and it didn't get incorporated, apparently.

JIMKISER Well, let's address his letter. Tract
2 is being escrowed because we have M. and Ms. Counts
owni ng the gas estate and Pine Mountain owning the coal.

LOYALL COUNTS: | believe the only thing that

changes, Jim is the nine acre claimthat |I'm nmaking there in
the...of that 35 and adding | ot four.

JIMKI SER  Ckay, yeah, let's see, two and five are
al ready being escrowed. So---?

LOYALL COUNTS: That's correct.
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JIMKI SER ---four is what he's requesting that
we...and you're requesting that we escrow that is under the
theory that you' re the surface owner?

LOYALL COUNTS: That's correct.

JIMKISER Well, we're going to stick with our
application. That's a ownership issue that the Board doesn't
have any jurisdiction to address. If we can't settle it
bet ween you and the operator, Equitable, then that woul d be

sonet hi ng where you' d have to seek your remedy in Grcuit

Court.
LOYALL COUNTS: | agree.
JIMKISER  Ckay.
BENNY WAMPLER:  That wi |l be escrowed?
JIMKISER No, it won't be escrowed.
SHARON PIGEON: Right nowit's scheduled to be
escrowed.

BENNY WAMPLER: | understand. But he's requesting

that it be escrowed because he's saying he's the surface
owner. Typically the Board...the Board---.

LOYALL COUNTS: Well, there are other...there are

ot her ownership issues of the coal bed.

BENNY WAMPLER: I n Tract 47

LOYALL COUNTS: In Tract 4.
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BENNY WAMPLER: Do you want to address that? Are

you aware of that, M. Kiser?
JIMKISER He...M. Counts and | nmet and he stated
that, | guess, because of sone surveying and sone napping
i ssues that he felt there may be sone issues there as to
whet her he and/or the McReynolds heirs own part of that, but
| guess he's backed off that. Now, | guess in accordance
Wi th your letter, you're just nmaking the claimthat as a
surface owner, you own it?

LOYALL COUNTS: Well, the other claimant has two

argunents. |'maddressing their claim not necessarily ny
claimunder CNR  That's anot her discussion for another day.

But | would assune that there are forthcom ng di scussions
bet ween us---.

JI' M Kl SER: Yeah, there are.

LOYALL COUNTS: ---and | think that this probably
w Il be resolved wthout any further issues, probably. At
that case, |I'mnot against pooling at all.

BENNY WAMPLER:  Well, we'll incorporate your |etter
into the record. W'Il have it as part of the record and
your statenents, of course, wll be part of the record.

LOYALL COUNTS: Right.

JIMKISER And we are preparing, both ny office
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and M. Hall's office, to neet wwth M. Counts again on all
hi s concerns.

BENNY WAMPLER:  Any ot her questions or comments

from nenmbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted with the revised AFE

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Any further discussions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

LOYALL COUNTS:. Thank you.

BENNY WAMPLER: The next itemon the agenda is a

petition from Equitable Production Conpany for creation and
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pool i ng of coal bed nethane gas unit VC 535907, docket nunber

VGEOB- 04- 0420- 1282. W'd ask the parties that w sh to address

the Board in this matter to cone forward at this ti

ne.

JIMKI SER M. Chairman and Board nenbers, again,

JimKi ser and Don Hall on behalf of Equitable Production

Conmpany. W don't have anything revised here, Don?
DON HALL: No.

BENNY WAMPLER: The record will show there are no

others. You may proceed.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, you' re famliar wth the

application we filed seeking a pooling order for EPC well

nunber VC- 535907, which was dated March the 19th, 20047

A Yes.
Q | s Equitable seeking to force poo
drilling rights underlying the unit as depicted at

that being the plat to the application?

A Yes.

Q Does Equitable own drilling rights
unit involved here?

A. W do.
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Q Now, prior to filing the application, were
efforts made to contact each of the interest owners within
the unit and an attenpt nmade to work out a voluntary
agreenent regardi ng the devel opnent of unit?

A Yes.

Q What is the interest under |ease to
Equitable in the gas estate?

A We have a 100% of the gas | eased.

Q And the interest under lease to Equitable in
the coal estate?

A 91.6119%

Q And are all the unleased parties set out at

Exhibit B-3 to the application?

A They are.
Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?
A Yes.
What percentage of the coal estate remains
unl eased?
A 8. 3881%
That includes several unknown entities?

A A coupl e, yes.
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Q As such, were reasonable and diligent
efforts nmade and sources checked to identify and | ocate these

unknown heirs?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in the exhibits to the application?

A It was.

Q Are the addresses set out in Exhibit Bto
the application the | ast known addresses for the respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q And coul d you advi se the Board what those
are?

A A five dollar bonus, a five year term and a

one-ei ghth royalty.

Q In your opinion, do the terns you' ve just
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testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

JIMKISER M. Chairman, we'd again ask that the
testinmony regarding election options and tine afforded to
make them and the consequences of making themthat was
previ ously be incorporated for purposes of this hearing.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay, M. Hall, in this particular situation
we do have an Exhibit E attached for the Board show ng what
needs to be escrowed. It includes not only a couple of
unknown parties, but also conflicting clains in tracts two
and three?

A That's correct.

Q The Board does need to establish an escrow
account for that purpose?

A Yes.

Q And who shoul d be named operator for this
wel | under any force pooling order?

A Equi t abl e Producti on Conpany.

Q And what's the total depth of the well under

the plan of devel opnent?
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A
Q
A

Q

1826 feet.

The estimted reserves for this unit?

250, 000, 000 cubic feet.

Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?

A
Q

It has.

I n your

opi ni on, does

reasonabl e estimate of the well costs?

A

Q

A
conpl eted wel |

Q
conpl eti on?

A

Q

Yes.

VWhat are those costs?

The dry

hole cost is

cost is $221, 648.

this AFE represent a

$102, 371 and the

Do these costs anticipate a nultiple

They do.

Does your AFE include a reasonabl e charge

for supervision?

A.
Q

Yes.

I n your

pr of essi onal

opi ni on, would the

granting of this application be in the best interest of

conservati on,
correlative ri

A

the prevention of waste and protection of

ght s?

Yes.
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JIMKISER  Nothing further of this Chairman. .. of

this witness at this tine, M. Chairman.

Boar d?

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M Kl SER: M. Chairman, we'd ask that this

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany

for the creation and pooling of coal bed nethane gas unit VC
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503308, docket nunber VGOB-04-0420-1283. We'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIMKI SER M. Chairman and Board nenbers, again,
JimKi ser and Don Hall on behalf of Equitable Production

Conpany.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, are you famliar with the
application that we filed---?

A Yes.

Q ---seeking a pooling of any unl eased
interest in this unit, which was dated March the 19t h?

A Yes.

(JimKiser and Don Hall confer.)

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A,
that being the plat to the application?

A Yes.

Q Does Equitable own drilling rights in the

unit involved here?
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A W do.

Q Now, prior to filing the application, did
you attenpt to work out a voluntary | ease agreenent with each
of the respondent named having an interest in this unit??

A Yes.

Q And what is the interest that Equitable has

under | ease within the gas estate?

A We have a 100% of the gas estate | eased.

Q And the interest under lease in the coa
estate?

A 92. 456%

Q And are all the unleased parties set out in
Exhi bit B-3?

A Yes.

Q And are you famliar with the ownership of
drilling rights of parties other than Equitable within this
unit?

A Yes.

Q What is the interest...what is the

percentage in the coal estate that renains unl eased?
A 7.543668%
Q I ncl udi ng sone of the respondents who were

in the previous well that we force pool ed?

63



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

A That's correct.

Q I ncl udi ng the sanme two unknowns?

A That's correct.

Q And you made the same reasonabl e and

diligent efforts to try to identify those fol ks?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A It was.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |isted at Exhibit B-37?

A Ve are.

Q Are you famliar with the fair market val ue
of drilling rights in this unit?

A Yes.

Q And what are those are?

A A five dollar bonus, a five year term and a

one-ei ghth royalty.
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Q I n your opinion, does this represent the
fair market value of and the fair and reasonabl e conpensati on
to be paid for drilling rights within this unit?

A Yes.

JIMK SER M. Chairman, we'd again ask that the
testinony regarding el ection options afforded any unl eased
parties be incorporated for purposes of this hearing.

BENNY WAMPLER: They wi || be incorporated.

Q M. Hall, again, in this particular case, we
have an Exhibit E for escrow purposes attached to our
appl i cati on.

A Yes.

Q And it represents both unknown and

conflicting clains to the coal bed net hane?

A Yes.

Q Ckay. So, the Board needs to establish that
account ?

A That's correct.

Q And who shoul d be nanmed operat or under any

force pooling order?
A Equi t abl e Producti on Conpany.
Q And the total depth of the well under the

pl an of devel opnent ?
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A 1850 feet.

Q Esti mated reserves for the unit?

A 275, 000, 000 cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit Cto the application?
A It has.
Q I n your opinion, does it represent a

reasonabl e estimate of the well costs for this well?

A Yes.

Q Coul d you state for the Board what those
are?

A The dry hole cost is $113,082 and the

conpleted well cost is $243, 474.

Q Do these costs anticipate a nmultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of

correlative rights?
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A Yes.
JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Do you make any distinction in

coal bed nethane estate only as related to the coal estate?

DON HALL: Wth Pine Muuntain we do because when
the sale of all their properties was done, Pine Muntain got
the oil and gas and the CBMfromtheir fee properties. So,
the coal in that case...the coal owner really has no claim
for the CBMinterest.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?

MASON BRENT: Is this well proposed to be outside
the drilling wwndow? 1It's hard to tell fromthe plat.

JIMKISER | believe it is.

DON HALL: It's already permtted.

JIMKISER It's already permtted.

DON HALL: It's already permtted.

MASON BRENT: It hadn't been drilled yet, though,
has it?

DON HALL: No.
JIMKISER  Although it could be.
BENNY WAMPLER:  What is your total depth again?
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DON HALL: 1850 feet, | believe. Yeah, 1850.
BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER M. Chairman, we'd ask that this
application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

JIM M| NTYRE: So noved.

BENNY WAMPLER.  Mbtion for approval. |Is there a
second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for the creation and pooling of conventional gas unit V-
502025, docket nunber VGOB-04-0420-1284. We'd ask the

parties that wish to address the Board in this matter to cone
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forward at this tine.
JIMKISER M. Chairman, again, JimKiser and Don
Hal | on behal f of Equitable Production Conpany.

BEN KENNEDY: |'m Ben Kennedy.

JACK STANLEY: Jack Stanley.

JIMK SER W've got quite a few revised exhibits
to---.

ZELDRA KENNEDY: Zel dra Kennedy.

JI' M Kl SER: ---submt on this one. This is another
one of those---.

BENNY WAMPLER: |'m sorry?

ZELDRA KENNEDY: Zel dra Kennedy.

JIMKISER This is another well that's got a bunch

of tracts.

BENNY WAMPLER:  Just in case you're not famliar
with how we do this, what we'll do is we'll have themto
present their case. W'I|l ask questions. W'Il|l give you an

opportunity to present your...mke your statenents and ask
questions, you may have questi ons.

BEN KENNEDY: All right. Thank you.

BENNY WAMPLER. Do you want to introduce your other

W t ness?

JIMKISER Well, | don't know whether or not |I'm
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going to call himyet. | just wanted himto get down here in
case | needed him

BENNY WAMPLER:  Ckay. Fair enough. You may

pr oceed.
DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, you're famliar with the
application Equitable filed seeking the establishnment of a
unit and pooling of any unleased interest for EPC well nunber
V-502025, dated March the 19th, 2004?

A Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
to the application?

A Ve are.

Q Does Equitable own drilling rights in the
unit involved here?

A Ve do.

Q Now, prior to filing the application, were
efforts nade to contact each of the respondents in the unit
and an attenpt nmade to work out an agreenent regarding the

devel opnent of the unit?
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A Yes.

Q And what is the interest of Equitable
currently under |ease within the unit?

A We have a 71.692091% | eased.

Q And that represents a slightly higher figure
t han what was | eased when we filed the application?

A That's correct.

Q And that will be...that's depicted and
denoted for the purposes of the Board's edification on
Exhibit B-2, | guess?

A That's correct.

Q Ckay. And are all the unleased parties set

out in Exhibit B-3?

A Yes.
Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q What percentage remai ns unl eased?

A 28. 307909%

Q Ckay, we do have sone unknown i nterest

owners within this unit?

A. That's correct.
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Q Apparently two. Again, were reasonabl e and
diligent efforts made and sources checked to identify and
| ocate these unknown heirs?

A Yes.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
herei n?

Yes.

Q And are the addresses set out in the revised
Exhi bit B, that dated 4/19/2004, the |ast known addresses for
t he respondents?

A Yes.

Q Are you requesting this Board to force poo

all unleased interest |listed at the Revised Exhibit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q And coul d you advi se the Board what those
are?

A A five dollar bonus, a five year term and a

one-ei ghth royalty.
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Q In your opinion, do the terns you' ve
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

JIMKISER  Again, M. Chairman, we'd ask that
testinony regarding el ection options afforded unl eased
parties be incorporated for purposes of this hearing.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay, M. Hall, because we have those
unknown interests, does the Board to establish an escrow
account ?

A Because of that and because Tract 18
has...has a three way overlap. There's...as you can see in
Exhibit E, we've got Tract 18 as being...let ne find Exhibit
E here. Tract 18 is either ACIN or Pine Mouuntain or Enory
Mul lins and others. That's a three way overlap. So, we need
to escrow that until such tinme as we can figure out which one
has a superior title.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Equi t abl e Producti on Conpany.

Q The total depth of the proposed well?
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A 5892 feet.

Q The estinmated reserves for the unit?

A 450, 000, 000 cubic feet.

Q Has an AFE been revi ewed, signed and
submtted, a revised AFE, to the Board this norning?

A Yes.

Q Does this AFE represent a reasonable

estimate of the well costs?

A It does.
Q And what are those well costs?
A The dry hole cost is $230, 741 and the

conpleted well cost is $428, 895.

Q And do these costs anticipate a nmultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your opinion, would the granting of this
application be in the best interest of conservation, the
prevention of waste and protection of correlative rights?

A Yes.

JIMKISER Nothing further of this witness at this
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time, M. Chairnmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have any questions of this

W t ness?

BEN KENNEDY: |1'd like to present what...I1'd like

to present what we have and then ask sone questions at the
conclusion. Wuld that be doabl e?

BENNY WAMPLER: That's fine. W'd probably need to

get you all sworn in.

BEN KENNEDY: Ckay.

BENNY WAMPLER:  Any of you all who are going to

make st at enents.

(Ben and Zel dra Kennedy and Jack Stanley are duly

sworn.)

BENNY WAMPLER:  You may proceed.

BEN KENNEDY: First of all, 1'd like to thank you
all for letting us present this to the Board. |'mjust going

to basically read what | have here and go through that.
We just want to present our objection to Equitable
Production Conpany's application to pool the properties

drilling a gas well that borders our properties. And as
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citizens of the United States, we feel we have the right to
own our |and and basically what's under our |and. W do own
the gas and the oil under there. There's laws to protect our
rights. | hope you all do your best effort to recognize

t hese | aws.

We object to Equitable Production Conpany
presenting an application to you that would permt the
conpany to steal that gas and oil. W did not approach the
conpany and offer this gas and oil for sale. They
approached us with a lease in hand in an intimdating and
threatening way. Wat | nean by that is it's not the person
that canme intimdating us, but the lease itself is
intimating, the wording of it, the |language of it and that
type of thing. W had no input whatsoever on the |ease. It
was prepared, brought to us and asked to sign. So, we had
no input onit. The terns, we had no input on the terns
when it was presented to us. The print was snmall. The word
was anbi guous... biguous. It was threatening in the fact
that the | anguage was not clear and after reading the first
paragraph of the |ease, we quickly realized our land rights
were in jeopardy. |I'll discuss this alittle bit later when
| go over the objections with the Board. |[|'ve got a list of

obj ections that we do have on the application.
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We asked too for several explanations on the
cl auses of the | ease and satisfactory answers were not
received. C ear explanations were not given.
We...basically in this case, ny wwfe and | told the agent we
woul d not sign or consider the |lease until several changes
were made. We were told that if didn't sign it, Equitable
Production Conpany would drill anyway and our share woul d be
put into escrow until we signed, which we disagreed with
because we didn't think it needed to be put into escrow. W
were...you know, this was basically blackmail is what I
consider it when you say either sign or it goes into escrow
and you don't get a penny out of it.

In sinple layman's terns, Equitable Production
Conpany plans to take sonething that they don't own, which
is our gas and oil. It doesn't belong to them They have
no permssion to take it. This is sinply a definition of
stealing. |If this Board approves this application for
Equi t abl e Producti on Conpany to pool our land and drill
W t hout our perm ssion, the Board is pronoting and condoni ng
thievery. 45% which | do disagree with his percentage, of
the people that are included in this application did not
sign leases. |'ll go over that in a few mnutes wth an

exhibit that | have. Wy should it be allowed if you vote
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for this application, of course you' re pronoting somnething
that | think if you really get down and think about it, your
heart knows is not right, and you're permtting Equitable
Production Conpany to do sonething to us that you probably
woul dn't have done if it was your | and.

All of us disagree, of course, on the percentage,
which | know is an established percentage, which you have no
control over. But 12% percent of the total of everything we
own is not the correct thing to do. That neans they get 394
mllion cubic feet of gas and oil and we woul d be paid on 56
mllion cubic feet, which is a big discrepancies on what
they get and what we get. This is, of course, based on a
map of their projection. W just don't think this is fair.

We disagree with it. Also, you ve got to keep in mnd the
12% that we get is to be divided anong the 78 | eased or

unl eased people. It's not that we get 12% of that anount.
That woul d be fine, or it wouldn't be fine, but it would be
better. But when you divide it anong 78 people, that's |ike
if they make a $100, we get $.16, and that's not nuch.

Not only is the conpany robbing us, but they've
taken advantage of the honest elderly people in the
comuni ty who have been raised and practiced throughout

their lives to trust people. Sone of these elderly people
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cannot even read the | ease that they signed. | went and

tal ked to several of the people and they said, "Well, | just
signed it because the neighbor signed it." They said, "The
nei ghbor signed, so | signed it. | didn't want to nmake ny
nei ghbors mad." That's basically what was told to us from
one of our neighbors. This is not---.

ZELDRA KENNEDY: More than one.

BEN KENNEDY: ---1 won't say it's the truth, but

it was told to nme, by hearsay that we heard you all signed,
so we signed. Then they went to sonebody el se and, "Wl
they said you signed, so we signed.” W hadn't signed. So,
it's kind of a tight knit conmunity there and we're trying
to protect our rights within that. But the people have

al ways gotten along well there. \When one person does

sonet hing and they say, "Well, you know, we'll go with their
judgnent. W don't want to nake anybody mad. We'Ill sign
it." | feel that that was done. | don't know for a fact
that it was done. But it got back to us that that's the
reason that they signed it, because they heard that our
famly had signed it. This tract is on our famly's
property. The drill...the well is on ny grandfather's
property, which was divided anong all of the children. One

has signed the | ease for purposes of drilling the well.
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But anyway, you know, | just feel |arge conpanies
and their corporate |awers, they know this, they take
advant age of the poor Appal achi an peopl e thinking, you know,
well if they can't read it, they don't know what it
says...they don't know what the | ease says, so we're going

to get themto sign it.

So, right now!l'll go over a few objections if
you' d pass out that packet there and we'll go over it. You
all may have sone of this in your packets. | don't know if

you do or not, but ---.
(Zel dra Kennedy passes our exhibits.)

BEN KENNEDY: Wil e she's handing that out, 1'1]

mention that the people on the top of the list are the ones
has asked ne to speak for them or they will be speaking for
thensel ves here. |It's Benny Kennedy, Zeldra Kennedy, Allen
Kennedy, Audra Kennedy, Jack Stanl ey, Bernadi ne Stanl ey,
Anita Stanley, Wayne Stanley, Anthony Stanley, Harold Lilton
Estep, Ketti Estep, Verna Smth and Bennie Smth. They've

asked ne to present for them since...because of work and

ot her reasons they couldn't be here. O course, | kind
of ---.

Ckay, if you'll notice on the ones that has the
list of nanes at the top. "Proposed activity-pooling
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unl eased | and for purpose of drilling to renove oil and gas
owned by the | andowners."” Qur specific reason for
objection: "The oil and gas in question is owned by
i ndi vi dual s nenti oned above. Leasing of our oil and was not
initiated by us and the follow ng objections are issued:"
The first one, if you'll notice in the second page
she gave you on page one where the applicant...where the
application is for the pooling, it says that, "The applicant
states that the information on Exhibit B...Exhibit Bis the
| ast known address of each owner." Well, I'mnot sure on
this, but there's a nman and a wife, they're divorced at this
time and they've lived on Caney Ridge all their life. It's
Jean Hi Il and they had the addresses on it was Sandw ch,
I1linois. They have never |lived there unless there's
another man and wife with the sane nane. They don't know
where that address cane from |It's on Exhibit B, page five,
| think it is. | think you all have Exhibit B he has handed
out to you already.

BENNY WAMPLER: Yeah, we do.

BEN KENNEDY: |If you go down to...let ne see if |

can find it.

BENNY WAMPLER. Do you say Roy H |l and---7?

ZELDRA KENNEDY: | think it's page five.
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BEN KENNEDY: Yeabh. Yeabh.

BENNY WAMPLER: It's next to the last---.

BEN KENNEDY: Yeah, that's the one. Now, | don't

know i f they've gotten a response back from those people or
not unless it's a different set of people. That's their
nanmes and they live...have lived there all their life within
a half mle of me. They were never contacted.

Anot her thing, ny neighbor to ny dad's left side
t here, he has never been contacted. H's nane was on this
list, Anthony Stanley. As far as |I know, he has never been
contacted. They live right there within our conmunity.

Al so, everybody in our community knows each ot her.

| helped Brian out...| think that's his nane.

ZELDRA KENNEDY: Kei t h.

BEN KENNEDY: Keith, with telling where sone

people lived and things |Iike that when he cane to ny house
and talked to ne about that. W did discuss that we knew
nost people around. | even took...sonebody el se cane from
Equi t abl e Resources at one tine and | even went around in
the car wwth himto sonme neighbors to | et them know where
they lived and so forth, if I could help them Anyway, in
objection two here, basically it says was due diligence

exercised in trying to locate Jean Wite? | really don't
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think it was if this is the sane person, which I don't know
why it wouldn't be. D d the conpany nmake a bona fide effort
to reach an agreenent with all unleased parties? |If you
| ook on page two of the application under the C part, it
says, "Applicant has exercised due diligence to |ocate each
of the oil and gas interest owners nanmed herein at Exhibit
B, and has nade a bona fide effort to reach an agreenent,"”
now | disagree with that, "with all unleased parties as to
pooling their interest for the devel opnent and operation
herein."

Now, first of all, if one of the representatives
fromEquitable would just read the first sentence on our
| ease to the Board, the first sentence is all | want you to
read where it starts with witness, just only one sentence
now.

DON HALL: What you got highlighted?

BEN KENNEDY: No, the sentence, the whole

sentence. Start right there at witness and stop when
(i naudi bl e).

DON HALL: "That the |essor in consideration one
dollar in hand paid by the | essee, receipt of which is
hereby acknow edged and covenants and agreenents hereinafter

cont ai ned hereby grants, devises, |eases and lets | essee and
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successor and assigns all that certain tract of |and

herei nafter described for the sole and only purpose and with
t he exclusive right of operating for and produci ng and

mar keting oil and gas, coal bed net hane gas, and al
associ at ed hydrocarbons, and all products produced therew th
or which may be derived therefrom storing gas of any kind
regardl ess of the source thereof in the oil and gas trade
including the injecting of gas therein and renovi ng the sane
therefrom protecting storage gas, conducting geol ogi cal and
geophysi cal surveys and expiration, stinmulating or
fracturing all coal or other strata or formations, pooling
or unitizing the | eased prem ses or part thereof w th other
|l ands to formoperating units for any or all the purposes of
this agreenent together with the right of way and servitude
for pipelines, power |ine, tel ephone and tel egraph |ines,
structures, houses and buildings and all other rights and
privileges necessary or deened necessary, incident to or
conveni ent for the econom c operation of this |land and any
other lands; the oil or gas rights of which, or the
conveyance of...let's see---.

BEN KENNEDY: O contract.

DON HALL: ---conveyance or contract for oil and

gas or coal bed net hane gas and associ ated hydrocarbons
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within their right to use for such purposes free of charge,
oil, gas and water produced fromor on the prem ses and with
the right but without obligation either during or after the
term hereof to renpove all and any property and inprovenents
whi ch | essee, successors, or assigns may place or erect on
the prem ses and plug any well or wells drilled thereon
together with the right to transport through the property
here now | eased any and all gas, oil, gas, coal bed nethane
gas and ot her hydrocarbons produced by | essee, successors,
and assigns fromother property, including the right of way
and easenent to lay, construct, use, naintain, operate,
change, replace and renove pipeline or pipelines for such
transportation.”

BEN KENNEDY: 1'Ill trade with you and give you

that copy. Wuld you hand a copy of this out. That's one
sentence, by the way. And our neighbors, folks, they can't
read that. They signed it and you go ask them [I'II| be
happy to entertain fromyou all what it said. Can you tel
me basically what it said? It's one sentence is all it is

now, one sentence.

JIMKISER |'mgoing to object to this |line of
questioning. First of all, it's a fairly typical granting
cl ause, and not only that, second of all, the Board doesn't
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have any jurisdiction over contracts or contractual rights.

BEN KENNEDY: |'Il agree with himon that fact;

however, it said that he nade every effort to contact us and
work with us on obtaining a | ease. Now, ny objection to
this, I know you all can't change the | ease and | don't
expect you to change the | ease, but |I think you need to hear
the |l ease to see why we didn't sign the | ease and why we
don't think that we've been treated fairly in this, because
of the wording in the |ease. Now, you' re not here to
determne if this lease is a good | ease or not. But, they
brought it up in their application here that they nmade a
bona fide effort to make an agreenent with us to get us to
| ease. Now, they opened up the door, we get to continue
wthit. | think the lease is very pertinent in this
situation. That's the reason | didn't sign the lease. |If
it had been presented to us in the proper way, if they had
taken out what we wanted taken out, if they had revised it
the way we asked for it to be revised, then the | ease

woul dn't have been brought up here today. So, what we
objected to in the | ease, of course---.

BENNY WAMPLER:  |'|| sustain your objection for

the record, but we'll hear what he's going to say.

BEN KENNEDY: Okay. On the lease, it's just
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things |ike, you know, going over your |and and taking your

| and, having the right to use your water once they get on
your land. All of those things, you know, that's our...it's
not the gas and oil. They can use it. |If it's a big pond
there, it says they can use that water free of charge. They
can use the spring off ny dad's property free of charge.
They can use any of this free of charge. So that's one
reason we objected to that. And also, the contract in there
says we have to pay excise and depletion taxes. | don't
know why we woul d have to pay anything if that conpany is
comng in and getting the profit fromit and |I'mnot getting
it, why do | have to pay the excise and depl etion taxes.

That's on page two if you want to read that, third paragraph

down. "Lessee shall pay a proportionate part of all excise
depletion taxes."” It also says if we |ease, that they can
cone in and drill on our property even though the well

wasn't set on our property for the purpose of this | ease,

but if we lease it, they can pool, and that's in the second

paragraph on that sane page. "It is agreed that | essee may
drill or not lease ...or drill or not drill on the |eased
prem ses."” Above that it tal ks about pooling. The purpose

they want to pool is so they can | ease on our property. W

don't want the pooling done because | don't want my property
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drilled on. That's what it's saying right here, once they
pool us, and this is in the lease. That's what this
hearing, | thought, was about was pooling. It says if they
pool us together and they can | ease our |and, then they can
drill on our land. That's what it says exactly right there.
"It is agreed that they may drill or not drill on the

| eased premises.” Now, if I sign that, that neans to ne
they can drill on nme if |I'mpooled. They can drill on ne,
too, according to their contract.

Then back here it tal ks about that five year

| ease. He nentioned a five year | ease there a m nute ago.

Well, that's not what the contract says here. The contract
says on the first page, go back to it. It says, "To have
and hold for a period of five years.”" Then it goes on and

says, "And for as long thereafter as the | eased prem ses or
ot her lands which the | eased prem ses or part thereof is
pool ed or unitized or operated in a search for or production
of gas." So it's not five years. Then they've got a cl ause
back here where they get out of it. |If you |ook back on the
| ast page, let's see, the |last page. Ckay, on the paragraph
down, one, two, three, four, fifth paragraph down it says
that it's further agreed that the | essee, its successors or

assi gns should have the right to surrender this | ease at any
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time." Wen they pay us a dollar back, they cone in drill,
put these storage tanks up, do whatever they want. |If
they're tired of us, they're going to give us a dollar and
go away. And it says in our |lease they don't have to nove
the property. They don't have to nove buildings. They
don't have to nove electrical lines. They don't have to
nove anything. They can break the | ease anytinme they want
to, but we're obligated for five years or ever how | ong they
want us to be leased if you go back to that first page. And
it says...|l nmean, they got the big end of the stick. In
ot her words, they get to cone in, they get our property,
they do what they want to with us, they lease it, they do
this, and then they wal k out on us any tine they want to.
We can't break the |lease. They can break it. They can
| eave us. They give us a dollar and we're gone. That's
what it says in ny interpretation of it. You want to
interpret it. | know sone of you all are very highly
educated people in here. |If you want to interpret that,
that's fine. Do you interpret it any other way?

JIMKISER Wiile we're reading the |lease, let's
have M. Hall read a paragraph out of the | ease to the Board
that was offered to you, the exact |ease that was offered to

you.
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BEN KENNEDY: Ckay, go right ahead.

DON HALL: It's on the next to | ast paragraph on
the | ast page. "Not w thstanding anything to the contrary
contained herein, it is understood and agreed it is
expressly provided that the | essee shall not, w thout
written consent of |essor, have the right to use the surface
of the land covered hereby, and | essor does hereby rel ease
from any obligation contained herein, either expressed or
inplied, ever to drill or otherw se use the surface of said
| and for any such purposes if deened contenpl ated that the
devel opnent can be acconplished by pooling the sane with
other land | ease or leases in the imediate vicinity thereof
as herein provided or by directional well or wells drilled
fromthe surface |ocation or locations in vicinity of |eased
prem ses.

JIMKISER What is known in the industry as a
non-surface use | ease. That's what was offered.

BEN KENNEDY: It was, but however, | asked the

| and agent to take this first paragraph out.
JIMKISER |If we took the first paragraph out, we
woul dn't have a lease. That's the granting cl ause.

BEN KENNEDY: The first paragraph is the one that

says you can use ny land if you want to. | want to neke
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sure because | don't understand | egal term nology. You got

to understand, you mght be a lawer, I'mnot. | asked him
to explain this to ne, exactly what it says. | really don't
understand if I'"'mreally cleared on that or not. It says

that you won't use ny surface, but all this other stuff up
here says you can. Also, | asked to nmake sure this was only
for the property that | own at the present tinme, not any
future holdings. And | said to specify in this that this
includes 4.2 acres that | owmn. | also asked themto specify
damage clause in this because ny house is wthin 250 feet of
one stake and 500 feet of the other stake. M house is the
cl osest house to this drilling unit. | asked for danage
clause in case sonething canme up. They gave ne a water
clause there. | asked for that. | also asked that we...the
exci se and depletion tax be taken out. Now, | don't know,
what is that excise and depletion tax?

BENNY WAMPLER. W're starting to get

into...you're really trying to buy us into the |lease. W're
not going to go there. W understand your objection that---

BEN KENNEDY: Well, |I'mjust---.

BENNY WAMPLER. ---you're really...you're

objecting to the fact that they legitimately tried to work

out an agreenent with you.
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BEN KENNEDY: Also, they didn't...l asked for no

out of pocket expenses and there's a clause in there that
says that the rental exceed sonething, that they will...that
the lessor will have to pay back a certain anbunt of nobney.

BENNY WAMPLER: |s that your objection nunber

f our ?

BEN KENNEDY: Yes.

BENNY WAMPLER: Understand that I'mnot trying to

cut you off.

BEN KENNEDY: | under st and.

BENNY WAMPLER: | just tell you that we understand

your objection, that you' re saying you didn't have an
opportunity, you had a one way street basically is howl'm
interpreting what you're telling ne.

BEN KENNEDY: That's right.

BENNY WAMPLER:  They put sone things in, but not

what you want ed.

BEN KENNEDY: | think Keith cane to ny house two

or maybe three tines and brought back one | ease with water,
and the next thing | asked to...the danage cl ause and ot her
t hi ngs and he brought back only this that excluded ne from
surface rights. | don't own the surface rights, which this

lease...but it didn't go far enough. That's the reason
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didn't go with the | ease.

So let's go on then to objection...if you | ook
down to objection five, "Pool all interest in estate for
drilling.” If you hand out our Exhibit B, | guess. | don't
know where they got the figure 45...1 nean, 71% Let ne

give this out first.

Wil e she's handing that out, | also got a letter
fromM. WIlson that if you all approve the application and,
| guess, if there's a |ease that takes forth fromthis
Board, that we would not be required...we would not be out
any expenses on the drilling of the well, personal expenses.

|'"ve got this letter if you want it for docunentation. |
think you' re probably aware of what he wote.

BENNY WAMPLER: W are aware of that, yes

BEN KENNEDY: Okay. Now, if you'll go through

that with ne and let's |ook at that Exhibit B. | just went
down ...l may have to borrow sonebody's copy there a
m nute. She handed all of themout. | thought | had that,

but I must not have it. On Exhibit B, | just...on page one
| have...|l counted---. | don't knowif this is the way they
do it or not, but I counted---.

JIMKISER It's not.

BEN KENNEDY: Well, | want to know why not.
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JIMK SER Wll, what you' ve done...M. Kennedy,
what you've done is taken a nunber of interest owners in
this unit which is however many there are. | guess 35 and
43, so 78 interest owners, and since we have 43 of them
| eased and 35 of them unl eased, you think the percentages
shoul d be 55 and 45. The way this is done is by the
percentage of the acreage that's within the 112.69 acre unit
that's under |ease or not leased. It has nothing to do with
how many interest owners there are within the unit.

BEN KENNEDY: It has a lot to do with nmy objection

because 45% of the people, not the land, | nean it's the
peopl e that owns the land; 45% didn't sign a | ease, 55%did
sign a lease. Now, he's tal king about tracts. It's like if
a man owned 100 acres, a rich man owned 100 acres, around
hi mwas five, six, seven, eight, nine trailers and he wanted
his drilled, he'd get it drilled w thout the consent of any
of these people around hi m because he owns all the land if
that's the percentage he goes by. But this is people here.
W' re tal ki ng about peopl e.

BENNY WAMPLER: What he's telling you---.

JIM KI SER  Even your percentages in that regard
are wong because a bunch of these people are listed two

times.
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BENNY WAMPLER: What he's telling you is the | aw

requires us to go by the percentage of interest in the unit.
It's not the nunber of people at all.

BEN KENNEDY: Wy is the law |ike that, do you

know?
BENNY WAMPLER: It's what the |egislators passed.

They al so passed---.

BEN KENNEDY: Virginia legislators or federal?

BENNY WAMPLER: They al so passed a | aw t hat says

they can force pool the area that has the surface owner and
m neral owner. You can't prevent it.

BEN KENNEDY: Well, we wanted to go over that.

Now, on sonething else here, objection six, it says they

have the right to elect, if you |l ook at your paper there.
JIMKISER That's you that has the right to

el ect.

BEN KENNEDY: That's right, but | don't have that

right to elect. | wish I did.
JIMKISER Wll, you wll if you' re force pool ed.
BEN KENNEDY: Yeah, force, that's the word force.

| don't have the right to elect if I'"mforced, you know.
That's the word | disagree with. I'mforced. | don't have

the right to elect to do this. You just now told ne
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didn'"t. You said | was forced to do it, so | object to
that. | don't have the right to elect.

Then the next objection there, grant an operator

the right to drill at any legal or specific |location on the
subject drilling unit. | don't know, if | don't |ease, I
just need an explanation on that one. |If | don't |lease, is
this saying that they can drill on ny property or is that
just the one that's signed the lease to drill on his
property?

JIMKISER No, if you don't |ease and the order
gets approved, or you do |l ease and this order gets approved,
because there's other unleased parties that we're attenpting
to pool, the only place that we will be able to drill is on
the location that is depicted on the plat, which is on tract
one of that plat.

BEN KENNEDY: Ckay. Then objection eight, "WMke

any necessary provisions for escrow of funds." O course, |
don't think | need to give you that, but we have...go ahead
and give themthat. | was told, he can correct nme if |I'm
wrong, but | asked this specific question, if |I don't |ease,
what happens? He said, "Well, your name w |l probably go
into escrow and it will be held there until you decide to

sign the lease." And that's the option | was given if |
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didn't sign the lease. If I'"'mwong, I'll be glad to hear.

BENNY WAMPLER: Wl |, there's provisions that

peopl e can take noney out of escrow. |If you stay around
today, you'll hear sone people applying to get noney out of
eSCr ow.

BEN KENNEDY: WII | be put in escrow? | thought

t hi s unknown peopl e---.
JIMKISER No, M. Kennedy, you will not. [If he
did say that, he was incorrect in saying that.

BEN KENNEDY: Ckay. That's what | wanted to get

back there.

JIMKISER  Since you are not an unknown i nterest
owner and you're not a conflicting claimant. The only
escrow in this unit wll be the unknown owners and then that
tract 18 that we tal ked about where we have a physica
overlap of the surveys and we've not been able to determ ne
who has the superior title between those parties. So in
t hat case---.

BEN KENNEDY: That clarifies that.

JIMKISER ---we're required to escrow that.

BEN KENNEDY: | didn't see any need for us to be

escrowed if we are pool ed.

JIM KISER No.
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BEN KENNEDY: We'd still be allowed to get our

nmoney, no expenses taken out of it.

JIMKISER Right. Unless...the only way expenses
woul d be taken out is if you were to elect to participate,
whi ch neans you woul d be a working interest owner rather
than a royalty interest. W can go into that |ater

BEN KENNEDY: Another thing, | was going to ask

you a question. |If they use the gas for their own right and
they put storage tanks...Il'munder an understandi ng they
don't have to pay us for that even though it cane out from
our property. WIIl we be paid for gas that's put in the
st orage tanks?

JIMKISER | can't imgine there'd be any. Don,
you want to address that?

DON HALL: | guess you're referring to the storage
clause in the |ease.

BEN KENNEDY: Yes.

DON HALL: That's not a tank. That's a...a
storage provision is in there for in the future if the well
is depleted and the storage field is developed in that area,
then you can put the gas fromother wells back down into the
formation and store it there until you're ready to sell it.

BEN KENNEDY: How about, | know one person signi ng
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you're going to punp gas to his house for his hone. W
asked for that, too. | asked if that could be done. | know
anot her person behind nme up here that cane with us today and
asked if they could get that gas punped to their house for
fuel. WII we be paid for that, or is that gas that's
consi dered yours for your free use, free of charge?

DON HALL: |I'mnot sure, but maybe where the well
is the party...does he have a free gas provision? W from
time to tinme put a free gas provision in the |ease, but it
has to be used on the prem ses where the well is drilled.

BEN KENNEDY: My question is what goes to his

house, are we going to get paid a percentage on that gas or
is that your free gas, goes to himfree?
DON HALL: That's taken before it's netered.

BEN KENNEDY: So we don't get paid for it.

DON HALL: No.

BEN KENNEDY: But he gets all that use of it and

it comes out fromnmny house, he gets to use it, right?

DON HALL: Well, it cones out fromhis, too.
BEN KENNEDY: But he's getting it. |'m not
getting it. If | got it, | wouldn't conplain either. |

woul dn't be here right now But see, he's getting free gas

and it's costing ne. It's comng out fromunder nme to keep
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hi s house warm

Ckay, another thing, the land plat is inaccurate
and if you'll look at the land plat. |[|'ve got those. kay,
| et nme hand those out here if | can find them | don't have
those, do I? Do you all have the land plat, by the way?

JACK STANLEY: You handed out the initial.

BEN KENNEDY: Ckay, |'msorry.

JOHN STANLEY: The initial exhibit.

BEN KENNEDY: On that land plat, if you'll |ook at

pl at nunber two, that's where | |live and you see the

| ocation of the well straight down bel ow ny house. That's
about 520 feet. The property line you see sone things that
| ooks like little sheds down there |'ve got highlighted.
Those are on ny property. How they got off ny property, |
don't know unl ess they picked themup and noved them Al so,
the line that | got highlighted, the angle of that line is
not correct. It should be going the other direction. It
slants like down the hill, down the hill comng up the hill
to ny property line. And so those sheds are actually on ny
property. You'll notice by the broken lines this has not
been surveyed, it's just been plotted. So they didn't
actually do any surveying here. And you'll notice on ny

deed, on the second page back there, I own 4.2 acres, and on
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the lease it says 2.4 acres. | nean on the Exhibit B it
says 2.4 acres, 2.4399. So | just want to object to that
because those sheds...|l went down and neasured the other day
every foot that ny deed calls for and the sheds are
definitely on ny property. That, of course, noved ny
property line down a little tad there, just nmakes ne cl oser
to the well. | just wanted to nention that part.

Let's see, what else? Basically that takes care
of that part of it, but |I just want to nention it's |ike
this thing wwth the noney deal and all that. You know, |
know you all know that the conpany cones out ahead on
everything if...the way | figure it, you got 350 mllion
cubic feet projected and | know they got sone under contract
$3. 28 per thousand cubic feet for five years. That neans we
get about $46 a nonth from..out of that, which is not nuch
noney. They get $1,291,500 if you | ook at projections on
that. 1'll hand this out and you can | ook at that sonetine
when you get sone tinme. |It's not anything...it's just
figures, if they want to disagree wth it, that's fine, but
the well projectionis 450 mllion cubic feet. You take
that down to 1,000 cubic feet and multiply it by three... but
that's a | ow projection because down on the bottom you'l

notice it says that in 2004 it should go up to four dollars
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and sonme cents a gallon. | don't knowthat it is right now.
It's probably higher than that. So we're getting a very

little amount of noney out of what they get out of that

t hi ng.

One thing | want to ask, too, while I'mhere, it
just cane up on ny mnd, because | do have water on ny
property. My dad's got water on their property. Did...have

you all ever had any problemw th gas getting in water or
anything, water wells, or anything |like that?

JIMKISER  Ever had any problemw th water...gas
getting into water wel |l s?

DON HALL: Not to ny know edge.

JIMKISER Not to your know edge?

DON HALL: Not to ny recollection.

BEN KENNEDY: Would you hand that out to them

pl ease? You don't know about a 250 mllion |awsuit you al
wor ked on?

DON HALL: That wasn't in Virginia.

BEN KENNEDY: | didn't ask Virginia. | said have

you all ever any water...gas getting in water wells is ny
questi on.
JIMKISER |I'mgoing to object. This is getting

ridi cul ous.
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BENNY WAMPLER: The obj ection is sustained.

BEN KENNEDY: No, it's not.

BENNY WAMPLER: Wl |, the objection is sustained.

It's not...|l nean, you' ve nade your statenment that it...you
know, that it's happened. Wat's your point on it?

BEN KENNEDY: Ckay. |I'Ill tell you. Hand that

out .

BENNY WAMPLER. | don't know casing | aws or

anything else in other states. The Board won't know that. ..
what that woul d be.

BEN KENNEDY: Well, let ne just tell you. | got a

very, very good point here.

BENNY WAMPLER:  Ckay.

BEN KENNEDY: Very good. | want you all to take

time to read that just briefly. [It's real short. The
second page is the one | want you to read first and
then...well, | don't know, the one about the Kentucky well,
which is just across the hill fromus, by the way. W
border Kentucky. dintwod borders Kentucky, Kentucky |ine
there. This may be ridiculous to the | awer over there, but
tonme it's going... it's not ridiculous, folks. I'mthe
person that's having to put up with it. He's |iving

sonepl ace el se. He doesn't have to worry about getting
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bl own up.

BENNY WAMPLER:  \Were are you sayi ng, second page

of the news article?

BEN KENNEDY: It's the first one, | guess, on

yours. | got sone of them m xed up, | think. Yes, that
one. You'll notice there that this person's punp house bl ew
up. He went out and turned on the punp and it blew up and
burned him It's $207 million lawsuit. Water had seeped
in...gas had seeped into the punp house and it bl ew up when
he did that. And | think Kentucky now does have a casi ng
law as a result of this, but it had to go to court to get it
done. | don't knowif Virginia has got it or not. That's
my point. The only thing is, if you |look at the other one,
al so, Hutchinson...now, this is way out of state. This is
sonepl ace else. But if youread a little bit onit, it

says, "Explosion there resulted..." the gas actually
travel ed seven mles beneath the city to cause blasts in the
town itself. M concernis | have a water well that's

i nside ny house. My house is built on top of it. The well
cones under ny bedroom This well is 500 feet at the

farthest fromny house. |If this gas can go seven mles and

it says right here, docunentation, it went seven mles.
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There's cracks. | live on a cliff. Basically ny |and
is...there's a cliff behind ny house that goes down to where
they're drilling and I'"m sure there are sone seans of rock
in there that's probably fractured, and | really...now, he's
not concerned. He says it's getting ridiculous and it may
be to him but if he lived in ny house, this well goes in
and | get blown up sone night, it's not going to be so funny
ridiculous to him | just want to present that to you and

| et you know that | have an objection to this well and this
pooling going on. | just want it on the mnutes. | want
docunentation. They've got it and | want everybody to know

that it's been presented to us. And ny wife is worried to

death. |I'mworried to death. M famly is worried to death
because that well... there's nothing I can do with that

well. It's right on... it's in ny house. Wen | bought
the house, | didn't knowit. One day | went down in the

basenent and | heard sone water trickling and I got to
listening and went over in a corner. |It's canoufl aged.
There's a well there. It goes straight down. And

horizontally, the distance is not that far to their gas

well. Now, if that's ridiculous to him that's fine. To
me, it's a serious problem | don't want blown up. It's
been proven in Kentucky people's got blown up. It's here a
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town got blew up. M nes back there, of course, regulators
there every day checking these mnes out. They've been
bl own up. Gas, you can't control it, folks. You m ght
t hi nk you've got it under control, but it can go anypl ace.

BENNY WAMPLER: | s your basenment ventil ated?

That's one thing you definitely want to do.

BEN KENNEDY: Got w ndows.

BENNY WAMPLER: Are they open?

BEN KENNEDY: No. | can't in the wintertine.

ZELDRA KENNEDY: In the wintertine, you can't open

t he wi ndows.

BENNY WAMPLER:  Wel |, you need to vent that well,

| can tell you that, irregardl ess because if you're in an
area ...in an area that has gas, that's the one thing we
recommend. That's what happens to punp houses, they're not
ventil ated and they blow up. The house wi |l bl ow up.

BEN KENNEDY: The best ventilation you can get...

m nes are ventilated too, and they blow up. The only thing
is I'"mconcerned.

BENNY WAMPLER: | under st and.

BEN KENNEDY: |'mconcerned with this well.

BENNY WAMPLER:  You' ve presented safety concerns.

| understand that.
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BEN KENNEDY: Safety concern, and | just---.

ZELDRA KENNEDY: M washer and dryer sits within

three to four feet of this well opening and | just have this
horrible fear that one day I'mgoing to go down there doing
my |laundry, turn on ny dryer and that spark is going to
spark an explosion if they start drilling and allow that

met hane to seep into our well, and it's therefore com ng

i nto our hone.

BEN KENNEDY: |'mjust going to give this out.

JIMKISER Let nme go ahead and address all this
if I mght, M. Chairman. First of all, | apol ogize. Your
safety concerns aren't ridiculous. The fact that you're
introducing this evidence of this Kentucky |awsuit is what |
find ridiculous. First of all, nothing was proven there.

It was settled while it was on appeal. It was not proven
that gas that was found in the plaintiff's water well cane
fromany of ny clients' wells. Second of all, Virginia, and
"Il ask M. Hall to go back on the record on this.

Virgi nia does have a water protection casing programthat
you have to include in your application for a permt and
maybe even M. Wlson will want to address it, but in

your ... how nmany years have you worked for Equitable now

Don?
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DON HALL: Al nost 33.

JIMKISER And in all your 33 years of working
wi th Equitabl e, have you ever known of an instance in
Virginia where there was an explosion of...fromgas, natural
gas fromone of your wells getting in sonebody's water well ?

DON HALL: No.

BENNY WAMPLER: Let ne ask you one thing. He

brought up the 4.2 acres. You have down here, as | read
this, 2.17 acres.

ZELDRA KENNEDY:  No.

BENNY WAMPLER.  |'m sorry, 2.4 acres instead of

4.2 acres.

JIMKISER Right, and his deed does call for 4.22
and his |lease...we were going to | ease 4.22 because of that,
but our survey done by Lehman Kendrick, who is a |icensed
| and surveyor, the survey cones out to that 2. whatever
figure.

DON HALL: Cal cul ati ons.

JIM KISER Cal cul ati ons, yeah.

BEN KENNEDY: Wy percent?

JIMKISER |If he wants to present a |licensed | and
surveyor to survey the dispute, that's fine, but that's---.

BEN KENNEDY: My deed is on file at 4. 2.
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JIMKISER Wl .

BEN KENNEDY: |If you want the survey, you'll have

to survey.

JIMKISER  He used your deed, |I'msure, in doing
his survey and platting this and that's what he says it
cones out to.

SHARON PI GEON:  Was an actual on the ground survey

done on this?
DON HALL: No.
BEN KENNEDY: No survey was done.

BENNY WAMPLER. Did you have a certified plat with

your deed, do you know?
BEN KENNEDY: Not that | know of. It was surveyed

when | bought the property. | had it surveyed by a
certified surveyor---.

BENNY WAMPLER:  Ckay.

BEN KENNEDY: ---and it was recorded in the

Clerk's Ofice over there in the courthouse, and it was
certified as 4.2 acres, nore or less. And the sheds on that
is on my property. Now if they want to conme and I'Il gladly
measure it wth them and show them that those sheds are on
my property, those buildings, and it's not in the...it's not

in there as being on ny---. M house there, if you...lI
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don't know, | don't guess the house is gauged...is it on
scal e where the house is setting. |Is that scal ed?

DON HALL: Those houses, sheds and so forth, |
think are picked up off plananetrics off a topographic map
and they could be off a little bit on the topographic. It
doesn't...they didn't survey those actual |ocations. They
just picked it up off the plananetrics. Again, those are
| ocated on aerial survey and they may be off a little bit.
Probably should be scooted up hill a little bit.

BENNY WAMPLER: | don't know how the rest of the

Board feels, but to ne if he's had a |licensed surveyor
survey his property and he's got a | ease that says he's got
4.2 acres, he's got 4.2 acres not 2.4 because you've had
sonebody pick sonething up off a topo map. | nean, you
know, what |'msaying is you need to survey his property and
pay hi m what---.

JIMKISER  Were is his |icensed survey?

BENNY WAMPLER:  Par don?

JIMKISER  Were is your survey?
BEN KENNEDY: He's dead.

JI' M Kl SER: No, no, where's the one he did?
Where's the copy of it?

BEN KENNEDY: |'ve got ny deed if that's what
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you' re tal ki ng about.

BENNY WAMPLER:  No, he's tal ki ng about your plat.

JI' M Kl SER: It's not attached to the deed.

BEN KENNEDY: | don't know whether it's recorded
in the courthouse or not. | don't know. W buy property on
that nmountain, like | said, everybody trusted each other and

he surveyed it out, he drewit up and he...this deed was
t aken back when | bought the property fromthe previous |and
owners and so forth and so on.

DON HALL: |I'msure M. Kendrick used his deed to
plot this up. The calculations and the total acreage---.

BEN KENNEDY: M. Kendrick didn't because that's

not the person | called. There's a guy in Wse | called
that had information | needed.
JIMKISER | nean for our purposes.

BENNY WAMPLER: He's tal king about the guy that

did theirs.

BEN KENNEDY: There was a guy in Wse that we

contacted was...what was his nane?

ZELDRA KENNEDY: | can't recall his nane right

now, but is he the one that says there was an overl ap,
sonet hi ng about an overl ap.

BEN KENNEDY: | don't know, but M. Kendrick, |
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know him He's fromour honme town. Anyway, | had...mne is

recorded at 4.2. Question on that option that we had to
| ease part, you all approve this and we are basically
| eased. What does that say?

BENNY WAMPLER: | f you're deened to be | eased.

BEN KENNEDY: Well, what---?

BENNY WAMPLER:  It's the provisions of the |aw.

Sharon, you want to kind of---.

SHARON PIGEON: Well, it isthe lawin the State

of Virginia that they do have the right to force pool.

Before that | aw was passed, it was basically the right of
capture, whatever a devel oper could capture was their gas
and they didn't have to pay anyone for that gas. So the

State of Virginia has determned that not only is it in the

property owner's interest to get a share, and this was a way

to force a developer to pay a share to the m neral owners,
but also it was in the interest of the State of Virginia to
actual ly devel op the resources so that we woul dn't be so

totally dependent on foreign sources of energy, obviously.
So | understand your problens with the force pooling | aw.

It is ...it's not 100%fair. | don't knowif there is a

better version out there sonewhere. | do know that

Virginia's version of this law is what was used as a nodel
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for the federal law. So apparently, so far no one is coni ng
up with a better suggestion on that. But what they are
proposing as far as force pooling is provided for in the | aw
and as far as title disputes or who owns what ki nds of
rights, this Board's jurisdiction does not cover that. So
when you have those kinds of disputes, which continue
outside the force pooling law, that's a different matter
entirely, those kinds of disputes have to be taken before a
circuit court judge.

BEN KENNEDY: Well, |'m asking, though, if we're

| eased, we get the 12 1/2% we're included on that, right?

SHARON PI GEON: That's the total royalty interest.

BEN KENNEDY: We're not put into escrow.

SHARON PI GEON: You're not put into escrow based

on pool i ng.

BEN KENNEDY: Ckay.

SHARON PI GEON:  You'd be put into escrow, a

totally separate natter---.

BEN KENNEDY: And this---.

SHARON Pl GEON: ---based on conflicts if there

were ot her people within your tract that conflicted with
your title. There was a dispute as to who owned it, or who

owned the mneral rights, or coal rights as well, or also,
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you could be put into pooling if someone in your tract were
unknown, an heir of soneone that we had no nanme for, or if
we do have a nane but we can't find them a good address.

BEN KENNEDY: They're not allowed to go with the

surface heir, this is just to drill under us and get the gas
and oil.

SHARON Pl GEON:  They have to have perm ssion.

BEN KENNEDY: To go over us on the surface.

SHARON PI GEON: To use your surface.

BEN KENNEDY: And if we don't...this | ease, we

have to sign and agree to that you all presented to us?

SHARON PI GEON: Well, this lease is no | onger part

of ---.

BEN KENNEDY: | nean, your | ease.

BENNY WAMPLER: He's tal king about our Board
or der.

SHARON PI GEON:  Qur order. Al right.

BEN KENNEDY: |s that sonething---7?

SHARON PI GEON:  No, you don't have to sign it,
but it is effective at the tine of the Board's action. |If

t hey approve or disprove, their order becones effective as
of the date of---.

BEN KENNEDY: One question to the |l awer here, or
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the representative, coal bed nethane gas, that is included in
the termgas, right?

JIMKISER It's not included in this order, no.
This is for conventional. Wat wll happen is, if the Board
approves the order, once they execute it and record it,
we'll send a copy of it to you all, to all the pool ed
parties with a letter that details what your options are.
You can el ect one of those, or if you decide not to el ect
any of them then you end up being deened to have | eased,
whi ch neans you'll be under the terns that are set out.

BEN KENNEDY: Your |ease said the termgas used

here includes coal bed net hane gas.

JIMKISER Well, that's what the | ease says, but
this order, since it's for a conventional well, would not
i ncl ude that.

SHARON PI GEON:  This order will only cover

conventi onal gas.

BEN KENNEDY: That's all | got. Jack, you got

sonet hi ng?

JACK KENNEDY: Yeah, | have an objection to the

whol e application because to ny...the way | see things, they
have not nmet section C of their application. "Applicant has

exerci sed due diligence to |locate each of the oil and gas
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i nterest owners naned therein, has nmade a bona fide effort
to reach an agreenent with all unleased parties as to
pooling their interest for the devel opnent and operation of
well therein." M. Keith cane to ne three tinmes. | asked
himfor sonme specifics on the contract, and again, | know
the contract is not of the Board's problem but this
application is what | understand is before the Board and |
ask that this application be deened null and void because
they actually did not nmake a bona fide effort. They just
stood down and said “here you go, man, you either sign it of
to hell with you,” if I have to say that. I probably didn't
have to, but that's the inpression | got.

And al so, | have a water well concern on tract 11
that I amvery concerned with. | live on tract 12, by the
way, but | get ny water on tract 11, and they drilled a well
several years ago. | don't knowif where it's...|l don't
really have a plat, but it's either on 17 or off to the side
of 17, and ny well, they took all the water out of ny well.

For a period of about three years, ny well was unusabl e,
and |'mafraid, as M. Kennedy stated here, when they get to
fracing that well and cracking it, I'mafraid ny water is
going to go down and they don't nake any fresh water

anynore. And | don't want public water. There's a |ot of
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peopl e have public water up there, but | spent a | ot of

nmoney maintaining this well and | want the well |'ve got.
So just saying, you know, we'll give you public water is not
an answer to ny interest. And also, the...it only takes

about 5,000 cubic feet of gas to heat a house. That's a |ot
of houses. | asked for gas, too, but with the rising energy
costs and everything, | believe it'd be in ny best interest
and everybody else's that's involved here for this thing to
be turned dowmn. | think we'd get nore noney out of it.
That's all | have.

BENNY WAMPLER:  Thank you. Do you have anyt hi ng

further, M. Kiser?
JIMKISER | don't think so, unless there's any
addi tional questions.

BENNY WAMPLER: Do Board nenbers have questions of

t hese wi tnesses?

DENNI S GARBI S: Yes, | do, M. Chairnmn

BENNY WVAMPLER M. Garbi s.

DENNI S GARBIS: Early on in your testinony,

think and ny hearing is sonewhat bad wth advanced age, but
| believe you inplied that the gas would be stolen from you.
| don't really think that's accurate. |[|'ve been on this

Board about 10 years and we've seen various people cone
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before the Board, sone at 12 %24 sone people say, well,
that's too high, others say they're tickled pink to get it,
it's not enough. So one could debate that. | would offer
to you also that the systemthat we have is not perfect, but
it is very workable and for a lot of reasons | would Iike
you to consider that as a country as a whol e because of our
energy needs, and if we didn't have sone system where we
have this procedure to advance, we'd be paralyzed. | nean,
we' d have...we would not be able to advance, we wouldn't be
able to do...there would be no production at all. And also
understand that really fromthe standpoint of risk, when the
conpanies, and I'mcertainly not defending any of the things
that you nentioned, | think you brought out sone interesting
and sone good points, but these guys are risk takers and
they're willing to step up, take the chance, drill the well
with the idea that, yes, they're going to benefit. And in
like turn, as they benefit, you benefit. Again, the work
percentage, whether it's high or low, that's debatable. W
all could have a different opinion on that. But there are
two sides to the story, and as | say, having been on this
Board for about 10 years, |'ve seen a lot of different
peopl e cone before the Board and sone peopl e have been very

happy, other people would |like to have results go a
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different way. So, it's athing that I'd like you to
consi der that.

M. Chairman, | would also like to say |I am not
prepared really to vote on this issue at this point. |
woul d very nuch like to see, because |I think you do have
sone legitimate concerns, many of which are not under the
purview of us to really decide. But | would really like to
have maybe Equitable and yourselves get together and try to
am cably settle your differences as best you know how,
because | think there are sone opportunities that maybe you
could further negotiate. Maybe if you have an objection to
sone of these itens in here, maybe you coul d negotiate that
away, and nmaybe there could be another opportunity where |
t hi nk everybody woul d potentially benefit fromsitting down
maybe one or two nore tines.

So, at this point, M. Chairman, |I'mreally
reluctant to...l prefer not toreally vote on this. 1'd
like to see maybe an opportunity for everybody to get back
together again. So you would feel... and | think M.

Chai rman has been very generous with the tine that he's
all oned you to cone before the Board, and we'd very nuch
like to do that because, as a citizen, you have to feel that

you' ve had your day in court, that you were afforded the
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opportunity to present what you felt was inportant.

BEN KENNEDY: Just to respond to the stealing

part, | don't know any other way to take it. It belongs to
me and | have no way to stop it. It's like if you have your
car sitting in the driveway and | cone in and said | want to
get the gas and oil out of it, I wll give you 12 1/ 2% of
what you get...of what | get, I'Il get 87% I'll give you 12
1/ 2% of what's in your car.

DENNI S GARBI'S: Wl |, understand that you're not

putting any noney up either and you' re not taking a risk.

I f these guys drill that well and they conme up conpletely
bone dry---.

BEN KENNEDY: | take a risk getting blown up, you
know.

DENNI S GARBIS: And there are sone safety issues

and | think there are sone things...you' re not the first
person to cone along that has basically sone probl ens and
sone issues, but | nean, snmart people are snmart enough to
kind of take care of those issues. It is a legitimte
concern.

BEN KENNEDY: Anot her thing, the Appal achi an

peopl e are poor. Dickenson County is one of the poorest

counties in the United States, and Pittsburgh, Pennsyl vani a
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is going to get rich off this deal and Di ckenson County is
not getting anything. [|'mnot getting anything. Jack's not
getting anything. M parents aren't getting...| nean,
what's $30 or $40 a nonth, you know? That's not even
guaranteed to even get that nmuch. But you're saying it's
hel ping. Yeah, it's helping the big conpanies. It's

hel ping them get the gas out to people. This gas is
shipped. Like we can't...if they'd let us use it in our
house, you know, that'd be fair. But they're not. They're

shipping it. Were are they shipping it to? 1| don't know.

One person gets the use of this gas. [|If we was getting the
use of it...l can't even get natural gas in ny house.

have to buy propane. |If | could get it, I'd love to have it
if I amgetting ripped off. | amgetting---.

ZELDA KENNEDY: W're sitting on top of it and

can't get it.

BEN KENNEDY: We're right there above it, but

we're not getting it. Yes, it's being stolen. M anal ogy
of the car is the sane thing. You own what's in your car,
own what's in ny property, ny |and.

JIMKISER M. Kennedy, |let ne explain sonething
to you in that regard. Under this process, if you want to

participate, that's one of your options, you can put up
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2.17% of the cost of this well and guess what, you'll get
100% of the proceeds fromyour gas. That's all you got to
do if you want 100% of it.

BEN KENNEDY: | don't want...l want to keep ny

gas. | don't want any noney.

BENNY WAMPLER:  That's what the General Assenbly

said you can't do.

BEN KENNEDY: | know t hat .

BENNY WAMPLER. | nean, that's beyond our control.

One thing | am concerned about is the fact that the | ease
they offered you shows 4.2 acres. You' ve testified you own
4.2 acres. They're showing 2.4, sonething |like that. That
needs to get resolved. | think we got a defective
application with that alone is ny view.

JIMKISER Well, | guess we...the deed says nore
or less. The |lease has a |lesser interest clause init. M
guess is they put 4.2 because that's what he was insisting
on.

BEN KENNEDY: That was in the | ease when | got it.

BENNY WAMPLER: You all have tine to---7?

JIMKISER | don't think...I nean absent sone
sort of evidence that he can present that our survey is

wrong- - - .

122



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER:  You haven't presented anything

that says his is wong.
JIMKI SER W've got a certified plat.

BENNY WAMPLER:  But your own | ease you offered him

says 4. 2.

JIMK SER It says nore or |ess.

BENNY WAMPLER.  Wel |, anyway, |'mgoing to
continue it. |Is 30 days adequate for you to survey that and

resol ve that issue?
DON HALL: If we're allowed to.

BENNY WAMPLER: He's saying if he's allowed to.

WIl you allow themto survey that?

JACK STANLEY: M. Chairman, could |I interject one

nmore thing?

BENNY WAMPLER:  Yes.

JACK STANLEY: On your assessnent of risk, if |

had $300, 000, 1'd sink a well by myself and you know what,
I'"d hit gas because there's gas wells all over our property,
all over our surrounding area right there. There's one down
on Caney Ridge which is about 12 mles fromus that's been
produci ng gas for over 40 years. So there's no risk here
involved. It's just about a sure thing.

BEN KENNEDY: It is a sure thing.
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JACK STANLEY: | appreciate---.

BEN KENNEDY: | do, too.

JACK STANLEY: | do appreciate your tine. Sorry

we got off track a few tines, but you know this a big thing
to us.

BENNY WAMPLER: We under st and.

JACK STANLEY: Big, big thing.

BENNY WAMPLER: It hits honme when it's sonething

like this. W're going to continue it to next nonth, give
thema change to survey it and get the property |lines run.

BEN KENNEDY: Thank you very much.

BENNY WAMPLER.  W're going to take a ten mnute

recess.
(O f record.)
BENNY WAMPLER:  Ckay, we need to cone to order.
The next itemon the agenda....Ma' am we're going to

reconvene. The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for creation and pooling of
conventional gas unit V-536034. This is docket nunber VGOB-
04-0420-1285. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

JIMKISER M. Chairman, JimKiser and Don Hal

agai n on behalf of Equitable Production Conpany.
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DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR HALL:

Q M. Hall, 1'lIl remnd you that you're under
oath. Are you famliar with our application seeking
establishment of a unit, seeking the pooling of unleased
interest for EPC well nunber V-536034, which was dated March
the 19th, 2004?

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
of the application?

A They are.

Q Does Equitable own drilling rights in the
unit involved here?

A Yes. You want to nention the exhibits I
passed out?

Q Yes, |I'msorry. Don has passed out revised
exhibits all the way down the line with the exception of the
plat. W have a revised B, B-2 show ng added and di sm ssed
parties, and a B-3 show ng fol ks subject...or unleased fol ks

subject to the pooling, and a revised AFE. Did everybody
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get all those?

(Yes responses.)

Q Now, prior to filing the application, M.
Hall, were efforts nmade to contact each of the respondents
listed in Exhibit B and an attenpt nmade to work a voluntary
| ease agreenent ?

A Yes.

Q VWhat is the interest of Equitable under
| ease in the gas estate in the unit?

A We have 69.0475% | eased.

Q Ckay. And that's different than the 67.64%
at the tine of the application. Can you explain that to the
Boar d?

A At the tine of the application, we had sone
unknown owners that we |located in the interimand | eased
sone of those people that we |located as set out in Exhibit
B- 2.

Q All right. So you've got the added parties
that we |ocated and then the ones that are dism ssed are the
ones that we were able to | ease?

A Yes.

Q And all other...all other unleased parties

set out at Exhibit B-3?
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A Yes.
Q Are you famliar wth the ownership of
drilling rights of parties other than Equitable underlying

this unit?

A Yes.

Q And what percentage remai ns unl eased?

A 30. 9525%

Q And we no | onger have any unknown parties?
A That's correct.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

Q Are the addresses set out in Exhibit Bto
the application, the revised Exhibit B, the |ast known
addresses for the respondents?

A Yes.

Q Are you requesting the Board to force poo

all the unleased interest listed at Exhibit B-3?

A Ve are.

Q And are you famliar with the fair market
value of drilling rights here and in the surroundi ng area?

A Yes.
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Q Coul d you advise the Board as to what those
are?

A A five dollar bonus, a five year term wth
a one-eighth royalty.

Q I n your opinion, do the terns you' ve just
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIMKISER M. Chairman, |'d ask at this tine
that testinony regarding el ection options and tine afforded
to make those previously taken earlier this norning be
i ncor porated for purposes of this hearing.

BENNY WAMPLER:  They wi Il be incorporated.

Q Ckay, M. Hall, in this particular case,
it's a conventional well and we don't have any unknown
owners of any conflicting claimants within the individua
tracts, so we do not need the Board to establish an escrow
account, is that correct?

A That's correct.

Q And who shoul d be nanmed t he operator under
any force pooling order?

A Equi t abl e Producti on Conpany.
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Q And what's the total depth for this well?
A It's 6,096 feet.

Q And the estinated reserves for the unit?
A 250, 000, 000 cubic feet.

Q Has an AFE been revi ewed, signed and

submtted to the Board this norning?
A It has.
Q And does this AFE represent a reasonable

estimate of the well cost under the plan of devel opnent?

A Yes.
Q And what are those costs?
A The dry hole costs are $215, 154, and the

conpl eted well cost is $365, 121.

Q Do these costs anticipate a nmultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and protection of

correlative rights?
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A Yes.
JIMKISER Nothing further of this wtness at
this time, M. Chairman.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?

MASON BRENT: Just get ne straight, if you will,

on...originally you had an Exhibit E, unleased owners
subj ect to escrow and you've got Kirshbauml|eased. 1Is this
Janes L. Burns, is that the heir of Virginia L. Burns?

DON HALL: No, it's actually...they're the heirs
of M M Long. Jean Kirshbaumwas M M Long, Jr.'s wfe,
past .

MASON BRENT: Ckay.

DON HALL: Those are the people that were |isted
in the unl ocat ed.

MASON BRENT: Right. Thank you.

BENNY WAMPLER: Ot her questions from nenbers of

t he Board?

JIMKISER Mason, | can help you even further.
M M Long' s spouse was Jean Kirshbaum Virginia Burns died
and her children were Janes Burns and Ann Burns Noe.

MASON BRENT: Ckay.

JIMKISER W located...and then Hel en Long, who
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1 is also a heir of M M Long, Jr. She's deceased and her
children were...are Nancy Muse W nchester, Janmes M Mise,

Jr. and Susan Miuse Alri de.

BENNY WAMPLER:  Any ot her questi ons.

2

3

4 MASON BRENT: That hel ps.
5

6 (No audi bl e response)

7

BENNY WAMPLER: Do you have anything further?

8 JI' M Kl SER: M. Chairman, we'd ask that the

9 application be approved as submitted with the revised

10 exhibits.

11 BENNY WAMPLER: |s there a notion?

12 JIM MINTYRE: Mbdtion to approve.

13 BENNY WAMPLER: |s there a second?

14 MASON BRENT: Second.

15 BENNY WAMPLER:  Mbtion and second. Any further

16 di scussi on?

17 (No audi bl e response.)

18 BENNY WAMPLER.  All in favor, signify by saying
19 vyes.

20 (Al nmenbers say yes.)

21 BENNY WAMPLER.  Opposed, say no.

22 (No audi bl e response.)

23 BENNY WAMPLER:  You have approval. The next item
24

131



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

on the agenda is a petition from Col unbi a Natural Resources,
LLC for creation and pooling of conventional gas unit
825398, docket nunber VGOB-04-0420-1286. W'd ask the
parties that wish to address the Board in this matter to
come forward at this tine.

JIMKISER M. Chairman, JimKiser on behal f of
Col unbi a Natural Resources, LLC. M. WIson and, | guess,
the Board received a letter from Thomas L. Pruitt, an
attorney in Gundy, regarding this particular hearing and |
didn't...of course, | don't know why he didn't send it to
me, but M. WIson was kind enough to fax it to nme | ast
Monday. At which tinme | started to attenpt to reach M.
Pruitt. He's got sone issues as to whether or not al
Anderson Elswick heirs were properly notified and whet her or
not they own a 1/5th interest, whether or not there's a
| ease. | nean, there nmay be...he nmay have sone contentions
that are plausible here. Sonme of it | just don't think he
under stands what's going on, but anyway | probably tried to
call himseven or eight tines since | got this letter. He's
never returned nmy call. | thought that he would be here
today. He's obviously not here. Today, regardl ess of al
that, we are going to continue it wth your approval until

the May docket and try to get hold of himand get this...get
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any of his concerns straightened out so that we don't have
to do this nore than once. So we're going to ask at this
time that this one be continued with the hope that in the

meantinme we can... they'll call us back.

BENNY WAMPLER:  Al'l right. That will be continued

W t hout objection. | believe that clears your itens.
JIM KI SER Thank you.
BENNY WAMPLER: The Board received a copy of the

m nutes fromlast neeting. |[|'lIl go ahead and take care of
sone of these things. |[If there are any corrections or
additions to those, if not, I'd entertain a notion to
approve.

MASON BRENT: M. Chairman, |'d npbve that we

approve the mnutes as distributed.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers say yes.)
BENNY WAMPLER: The m nutes are approved. Lunch
shoul d be here shortly. | think Bob is verifying that.
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We'll go head and break and reconvene at 1:00. | told
everybody to be back here at 1:00.

(Of record.)

BENNY WAMPLER. Good afternoon. W're going to go

ahead an reconvene. The first itemfor the afternoon is a

petition from CNX Gas Conpany, LLC. Folks, sorry, you need

to be quiet. W've got a recording here and it will be very

difficult to pick up. A petition from CNX Gas Conpany, LLC

for pooling of coal bed nethane unit 1-16, or is that 17?
(Response |, speaker unidentified.)

BENNY WAMPLER. |1 -16, South Gundy District,

Buchanan County, docket nunmber VGOB-04-0316-1272. W'd ask
the parties that wish to address the Board in this matter to
cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: These were continued, 1-16 and I-17,

were continued | ast nonth because Les was optimstic that he
could do a little nore |leasing. They were able to enter
into a couple of additional |eases which we will deal wth
on a supplenental, if we need to, but they were not able to

| ease everybody so we actually need to proceed today to

134



© 00 N o o b~ w N P

e R S N N
o o &~ W N —, O

17
18
19
20
21
22
23
24

pool .
Les needs to be sworn before we start.

(Wtness is duly sworn.)

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, you need to state your nane for us.
A Leslie K Arrington.

Q Who do you work for?

A CNX Gas Conpany, LLC

Q And what do you do for then?

A Manager of environnental and permtting.

Q The notices and the applications that apply
to 1-16 and |1-17, did you either prepare those or were they

prepared under your direction?

A Yes.
BENNY WAMPLER: Let ne go ahead and call 1-17.
MARK SWARTZ: Okay. |'msorry, | thought you had.

BENNY WAMPLER: We'll al so call docket nunber

VGEOB- 04- 0316-1273. Al the parties that wish to address the
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Board in this matter, cone forward at this tine.

MARK SWARTZ: It wll also be Les Arrington and

Mark Swartz on that one.

BENNY WAMPLER: The record will show there are no

others. You may proceed.
Q Les, did you actually sign the notices of
hearing and the applications with regard to these two

pool i ng applications?

A Yes, | did.

Q And each of these units are Cakwood |
units, or to be pool ed under the Cakwood |1 order?

A Yes, they are.

Q And they are over a coal m ne?

A Yes, they are.

Q Whi ch m ne?

A VP-1.

Q And are both of these 80 acre units?

A Yes, they are.

Q And the plan here would be to produce gob
gas from seal ed portions of the mne, correct?

A Yes.

Q s CNX Gas Conpany the applicant in both

i nst ances?
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A Yes.

Q And do each of these pooling applications
request that if the Board grants the applications, that CNX
be a appointed as the Board's operator?

A Yes, they woul d.

Q Ckay. CNX Gas Conpany is a Virginia
general partnership?

A Yes.

Q And is it a wholly owned indirect
subsi di ary of Consol Energy, Inc.?

A Yes, it is.

Q | s CNX Gas Conpany aut horized to do
busi ness in Virginia?

A Yes, it is.

Q Is it registered with the Departnent of
M nes, Mnerals and Energy, and does it have a bl anket bond
on file?

A Yes.

Q Have you nanmed all of the people that are
respondents in both the notice of hearing and Exhibit B-3 to
the both of the applications?

A Yes, they are.

Q And what did you do to notify these folks
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that you were going to have a hearing |last nonth, and what
happened to notify themthat there would be a further
hearing this nonth?

A We mailed by certified mail, return receipt
on February 13th, 2004, and they were both published in the
Bluefield Daily Tel egraph, 1-16 on 2/21, 2004, and |-17 on
2/ 23/ 04.

Q And the proofs of publication and proofs of
mailing were filed | ast nonth, correct?

A Yes.

Q And you haven't made...there are no revised
exhibits that we need to deal wth today?

A No. However, | would like to dismss two
parties and follow up with new exhibits.

Q Ckay.

A W were just notified yesterday eveni ng and
didn't have tine to prepare the exhibits.

Q And who are the two parties, and is the

reason for dismssal that you actually were able to obtain

| eases?
A That's correct.
Q And who woul d t hat be?
A Janet Mat ney.
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Q Janet Stallard Matney?

A Uh- huh.

Q kay.

A And Anna L. Matney.

Q There's an Ann L. Matney in both

appl i cations.

A Yes.

Q | s that the Ann?

A The Ann L

Q Ckay. And the reason for that dismssal..

for those dism ssals would be that they are | eased parties
now?

A That's correct.

Q Do you wi sh to add anybody today? Do you
wi sh to dism ss anybody el se?

A No.

Q The folks that you' ve been able to | ease,
what | ease terns have you offered then?

A For a coal bed nethane lease, it's a dollar
per acre per year with a five year paid up termand a one-
ei ght h production royalty.

Q And woul d you reconmend those sane terns to

the Board to be inserted into any order it mght enter with
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regard to folks or parties that would be deened to have been
| eased?

A Yes, we woul d.

Q As | indicated before, these are two 80
acre units and we are tal king about units that woul d produce
coal bed nethane fromthe Tiller on down?

A Correct.

Q The target seamhere in terns of the
m ni ng, what seamis that occurring in?

A Pocahontas |11 seam

Q Wth regard to the standi ng as applicant,
let's turn to Exhibit A page two, or your sheet there, and
woul d you tell the Board what interest you have been able to
acquire and what interest you are seeking to pool. Let's
start with I-16.

A As it's shown, we have 100% of the coal
| eased beneath these units and the Exhibit A-2 that's in the
exhi bits does not include the | eases that we have taken.

Q So the percentage is going to go down when
we file?

A It will. And the percentage nunber for the
| eased coal bed nethane for 1-16 is 78.15358% and we're

seeking to pool 21.84642% and we wll get new exhibits
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submtted. We'Ill try to get them sent out tonorrow.

Q To reflect those increases in |eased or
controlled interests decreases and what you need to pool ?

A Correct. 1-17, we have 88.06072% of the
coal bed nethane | eased fromthe coal, oil and gas owner.
We're seeking to pool 11.93928% of the coal, oil and gas
coal bed net hane interests.

Q Fromny review of exhibits, there are no
exhibit E and there are no exhibits EE, so that indicates to
me that there are no...|l take that back, in...there are no

split agreenents in either of these units, correct?

A Correct.

Q But with regard to |I-16, there is an
ex...indeed an escrow requirenent?

A That's correct for tracts 5, 6. 7 and 9.

Q And that's for a reason for conflicts?

A Yes.

Q And also with regard to I-17, again, no

split agreenents but there is an escrow requi renent and
you' ve got an Exhibit E attached that addresses that issue,
and what tracts need to be escrowed?

A 3-B and 9.

Q And again, is that because of conflicts as
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opposed to unl ocateabl es and so forth?

Yes.

Q Wth regard to I-16, what is your estimated
cost?

A The estimated al |l ocatabl e cost is
$19, 501. 25.

Q And this is alittle different because it's
an OCakwood Il unit, so we're really allocating panel costs?

A That's correct.

Q Ckay. And if you wanted to foll ow that

calculation, there's an Exhibit G page one, correct?

A Yes.

Q And essentially what you' ve done is you
total ed the cost for the various panels and then you've
all ocated those by a percentage to the various units,
Cakwood units, that are over those panel s?

A That's correct, we have.

Q And the 19,509.25 is reported with regard

to I-16 and that involves how many panels, one or two?

A Just the three north longwall panels at VP-
1

Q So |-16, that's the allocation for---?

A | -16, yes.
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Q Ckay. And the percentage, the 9.6922%i s
al so used to allocate royalty---7?

A From the | ongwal | panel.

Q ---fromthe longwall panel? So if you | ook
at Exhibit B-3, it's alittle different than the typica
frac unit. You've got your acres in unit. You've got a
percent of unit nunber which does in fact report that
acreage divided by 80 acres?

A That's correct.

Q But then we've got a further interest in
panel one north, interest in panel three north, and it
actually takes the percentages which is the unit under
consideration divided by the total acreage in the pane
times the royalty interest, and that's how you get those
royalty interests that are reported in the |ast columm and
the second to | ast colum?

A It is. That's correct.

Q Now, it seens to nme that there are two
panel s on Exhibit B-3?

A Yeah, | just noticed that. As we go
t hrough the panels, we do all the allocations and we forgot
and left that one on there. The one north is not involved

inthis pooling at this tine.
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Q Ckay. So that one north colum ought to
di sappear because it's not involved?

A That's correct.

Q And the G page one, panel three north is
t he correct one?

A Correct.

Q Wth regard to unit |1-17, we have the sane
situation where we are allocating nultiple panels?

A Yes, the three and four north panel.

Q And in this case, there actually are two
panels, this case being I1-17, two panels affecting unit |-
17. You reported the particul ar percentages for each of
t hose?

A Yes, we have.

Q And if you turn to Exhibit G page one,
wth regard to this unit, what are the costs that have been
allocated to -177?

A |-17, the total cost allocated to that unit
is $33,478.78.

Q Is it your opinion that the plan of
devel opnent for these two units, which is to produce seal ed
gob gas, coal bed nethane gas fromthe VP-1 mne, is a

reasonabl e plan to develop this coal bed net hane resource
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Wi thin and under these two units?
Yes, it is.

Q And is it your opinion that this plan of
production with regard to these two units of seal ed gob gas
fromthe VP-1 mne, if you take the | eases that you' ve been
able to obtain and put themin conjunction with the pooling
that we saw here, would those two things protect the
correlative rights of all the owners and claimants to this
coal bed net hane?

A Yes, it will.

Q And we've already covered the fact that

there is escrow required for the reasons we've stated,

correct?
A Yes.
MARK SWARTZ: That's all | have, M. Chairnman.
BENNY WAMPLER: Questions from nenbers of the
Boar d?

(No audi bl e response.)

BENNY WAMPLER: Les, before you put that away,

woul d you check your Exhibit C?
A Vi ch unit?

BENNY WAMPLER. Both. At the top, have you got

what you're saying?
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A Well, actually this well probably al so
showed up in that unit, but we'll correct those.

BENNY WAMPLER:  You' ve got the sane problemin the

ot her one.
A | just have to | ook back to nmake sure.

BENNY WAMPLER: Are the costs that you testified

to as far as panel distribution, are...is that accurately
reflected in both...in other words, fromyour G ..Exhibit G
page one?

A Yes. Yes, it is.

BENNY WVAMPLER:  Al'l right.

A Wait a mnute. | do know what this is.
The well is actually located in unit H16. That is actually
the well... | wasn't thinking there. That is actually the
well that's allocated to this unit.

BENNY WAMPLER:  Ckay.

A There will be no well in 1-16 or |-17.
These are just sinply allocated costs. Sorry.

MASON BRENT: Are there any other units thus far

allocated to this well?
A H 16, yeah, they're all listed right here
on Exhibit G

BENNY WAMPLER: G, page one.
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MASON BRENT: So it's really six units being

al | ocat ed?
A Al |l ocat ed. .. basically.

BENNY WAMPLER: When | |l ook at---7?

A | understand what happened here.

BENNY WAMPLER: Sane thing in |1-17, plus we got

two of them
A That's correct.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Before you call the next one, M.

Chairman, | think the next four, there's only one respondent
in each of themand it's Jewell R dge, and it m ght make
sense to call these together if that would be acceptable.

BENNY WAMPLER: The next itens are petitions from

CNX Gas Conpany, LLC for pooling of coal bed nethane unit M
56, docket nunber VGOB-04-0420-1274; and unit M57, docket
nunber VGOB- 04- 0420-1275; and unit M58, docket nunber VGOB-
04- 0420-1276; and unit N-56, docket nunber VGOB-04-0420-
1277. W'd ask the parties that wish to address the Board
in these matters to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: 1'd like to incorporate the

testinony with regard to CNX as operator and its ability to
do business in the State and the |l ease terns fromthe prior
heari ng.

BENNY WAMPLER:  That will be incorporated.
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QUESTI ONS BY MR

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

SWARTZ:

Q Les, you need to state your name again.

A Leslie K Arrington.

Q And I'll rem nd you, you're still under
oat h.

A Yes, sir.

Q Are each of these units OGakwood | units?

A Yes, they are.

Q And each of themw ||l be an 80 acre unit?

A Yes.

Q And is it also true that there is one frac
wel | proposed in each of these four units?

A It is.

Q And is it true that each of these four frac
wells is actually |ocated within the drilling w ndow?

A Yes.

Q So that we're not going to be back for
| ocati on exceptions?

A Correct.

Q What did you do to notify Jewell Ridge that
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there was going to be a hearing today?

A Yes, we nailed by certified mail, return
recei pt requested on March 19th of 2004.

Q And in each instance, was that mail signed

for and have you filed that with the Board?

A Yes, we have.

Q Okay. So you know that Jewell Ri dge had
actual ---?

A That's correct.

Q The...l take it you don't want to dismss

anybody today?

A No.

Q Do you want to add?

A No.

Q Let's look at...take themone at a tine.
Let's start with M56. First, | would like to | ook at the

question of what it is you' ve obtained and causes you to
have standing, and what it is you' re seeking to pool?

A Yes, in M56, we have 97.8135% of the coal
oil and gas owners claimto coal bed net hane | eased, and
we're seeking to pool 2.1865% of the coal, oil and gas
owners claimto coal bed net hane.

Q And in this unit, and I think in all four
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of these units, there is no escrow requirenent, correct?

A Correct.

Q And there is no split agreenents?

A Correct.

Q Wth regard to...again, with regard to M

56, what is the estinated cost?
A $207,530.86. Depth is 1890 feet, permt
nunber is 5902.

Q And | take it the well has been drilled?
A It has.
Q And | noticed sonething different here on

your Exhibit C. It's newto ne.

A Yes.

Q It looks |like you' ve actually put in bold
t he nunbers that are actual nunbers---.

A Ve did.

Q ---pertaining to this drilled well. And
the nunbers that are not in bold are your estimates with
regard to costs that haven't yet been incurred. They've
been incurred, they're in the process of being recorded?

A That's correct. That stens froma question
| ast nonth, did we ever cone forth with sone of our actuals.

So the bold costs on there ought to be actual costs.
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Q And are you going to be trying to do that
from now on?

A Costs that we have incurred, yes.

Q Let's turn to M57, what is it...what's the
interest you' ve acquired in M57, and what are you seeking
to pool ?

A 96. 2798% of the coal, oil and gas owners
claimto coal bed nethane. W' re seeking to pool 4.7202% of

the coal, oil and gas owners claimto coal bed net hane.

Q And this is a well that's been drilled as
wel | ?

A Yes, they have.

Q And do you have a cost estinate that

i ncl udes, again, sone actual cost and sone estimted cost?

A Yes. Cost was $241, 946. 38, depth was 1917
feet, permt nunber is 5904.

Q Wth regard to M58, what is the interest
you' ve been able to acquire by |ease or purchase and what is
it you're seeking to pool?

A W' ve | eased or own 99.0837% of the coal,
oil and gas owners claimto coal bed nethane. W' re seeking
to pool 0.9163% of the coal, oil and gas owners claimto

coal bed net hane.
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Q And what's your well cost estinate?

A $257,044. 22, to a depth of 1933 feet.

Q s the permt nunber 58957?

A Yes, it is.

Q Wth regard to N-56, what have you acquired

and what are you seeking to pool ?

A W' ve acquired 99.9981% of the coal, oi
and gas owners claimto coal bed nethane. W're seeking to
pool 0.0019% of the coal, oil and gas owners claimto
coal bed nethane. The well cost on this was $205, 521. 71,

drilled to a depth of 1859 feet, permt nunber is 59083.

Q Wth regard to these four wells, is it your
opi nion that the plan of devel opnent, which is to drill a
frac well within the drilling wi ndow of each of these units,

is a reasonabl e plan to devel op the coal bed nethane within
and under each of these units?

A Yes, it is.

Q Is it your opinion that if you couple the
| eases which you' ve obtained and put those together with a
pooling order, that the correlative rights of all of the
owners and claimants within all four units will be
prot ect ed?

A Yes, they wll.

153



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

Boar d?

yes.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

creation of CNX long hole unit tw for the production of

coal bed net hane gas, docket nunber VGOB-04-0420-1278. W'd

ask the parties that wish to address the Board in this

matter to cone forward at this tine.
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MARK SWARTZ: Mark Swartz and Les Arrington again

It would be hel pful if we gave you a map here to begin
with., It's alittle different than what you're used to
seei ng.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: Les has passed out a map that we've

mar ked as Exhibit J, and there's an Exhibit A-2, which kind
of track with that in your application, and the advantage, |
guess, or the addition in the map that's in the application
is it actually has the boundaries of the unit that we're
seeking to create, which were not...were not drawn on J and
what Les has tried to do here is actually foll ow the Cakwood
Unit boundaries so that we're essentially seeking to create
a unit that takes 16 GCakwood units and conbines theminto a
drilling unit, just for purpose of ease of reference and
ease of description. | think that will nake sone sense
here. Before we get into the specific testinony with regard
to this, with those long wall units that we're seeking to
create, | wll tell you that the reason we haven't noticed a
ton of people is because frankly this land is owned by a
limted nunber of people and these are all voluntary units.

W don't need to pool any of these units. There are no
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pooling orders in place and we're not going to be seeking
any. It's a situation where we actually have fully | eased
this 12...roughly 1200 acres, | think...1280 nmaybe. Let's

see, 1280. So they're voluntary units.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q The dash mark |ines, Les, why don't you
tell them what you' ve got in mnd here in terns of the
devel opnent.

A Yes. Back in March of |ast year, no,
Septenber of last year, I'msorry. Septenber of |ast year,
we cane in before the Board for what is shown on this map as
hol e nunber one and two, long wall proposal. W drilled
those two holes and our results were quite favorable. So
we're back in here with an additional proposal to continue
drilling out along the three east nains and to drill several
nore holes. There are 15 holes shown on here; however,
we're only going to devel op...probably have six or seven of
t hose hol es devel oped at any one tine. As one starts
falling off, we'll probably drill the next one fromthat

point. But | felt that so they could continue their
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operation, |'d go ahead and do all the way out as far as

|"ve shown now. Basically what this is, is drilling from
t he underground, drilling underground in the mne, drilling
out as far as we can drill out horizontally in the

Pocahont as nunber three seam and coll ecting the gas.
Q Then the plunbing is installed to be able

to get that up to a well bore?

A Yes, it is.

Q Where is the well bore that you' re using?
A It's actually shown on the map as VS-8.

Q Where is that?

A It's over on the | eft hand side on the map

that | passed out.

Q On the bigger map?

A Yes.

Q Ckay.

A It's a green dot.

Q The...this unit that you're creating would

be a unit to produce from what coal seanf

A Only the Pocahontas nunber three seam at
this time. Should we cone up and have additional proposals,
of course, we would cone back. There nay be additiona

proposals in the future here.
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Q But the drilling unit that you're seeking
to...seeking to create is depicted in the application
as...or on Exhibit A and also on Exhibit A-2 and it includes
16, 80 acre Cakwood units, correct?

A Yes, it does.

Q And how are you going to allocate between
the | essors?

A Yes. Quite sinply the way we're going to
do it is because the 80 acre unit that's involved, it's
sinply going to be the length of the horizontal hole within

that 80 acre unit divided by the entire length. It's pretty

sinpl e.

Q Very simlar to the |ongwall allocation?

A Yes.

MARK SWARTZ: | really don't think I have anything
el se.

BENNY WAMPLER. G ve everybody tine to understand
t hat .

MARK SWARTZ: No probl em

BENNY WAMPLER: Questions from nenbers of the
Boar d?

MASON BRENT: If you add it all up, how many

| eased parties are there in these 16 units? Do you know
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roughl y?
A |"d just have to | ook. (Wtness reviews
file.) Roughly eight to ten, eight | believe.

MARK SWARTZ: Except wthin...for exanple, within

the Franks Estate, there's a whole bunch of people. But M.
Franks here represents all of them and has their power of
attorney. The summary and the notice, | think for exanple,
on...l think there's nine listed here in this summary, but
the Franks estate has a nunber of people I know for sure
fromprior experience wwth themand | don't know how t hese
trusts break out either.

A Actually it's one | ease.

BENNY WAMPLER.  How woul d you pay out...explain

your col or coding.

A You know, | don't know why we made those
different colors. They just were and | shoul d have changed
themto all one color

BENNY WAMPLER: Al right. [|If you pay on the

| ength of the hole---.
A Yes.

BENNY WAMPLER.  ---in the 35 quadrant, you stop

at Nwith one of the holes and go into Mw th another.

A l...yes.
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BENNY WAMPLER: Is that treated as two or one?

A They' Il be treated as two different holes,
and if you'll go back over...go back over to hol e nunber one
and hol e nunber two, you'll see that, granted the VP-2 m ne
wor ks are there and we can only drill out 2300 feet, while
we did experience drilling problens, so sone of the holes
may be 2,000 feet, sone of themmy be 5,000 feet. W're
going to have those type situations and they' Il be treated
all as an individual hole.

BOB W LSON: M . Chai r man.

BENNY WAMPLER M. W/ son, pl ease.

BOB WLSON: W did an earlier long hole unit as a

provisional. That's the one you were referring to in
Sept enber ?
A It was.

BOB WLSON: Was this sane paynent nethod you used

on that?
A. Yes, it was.

BOB W LSON: | don't believe we even have an order

on that. D d we ever get an order on that?
A |'d have to ask Anita. No, we haven't.

BOB WLSON: Purely for reference, the horizontal

units that have been approved that commence at the surface
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with the units that we have done here for other operators

t hat have comenced at the surface, the overall outline was
treated as a unit such that regardl ess of where the holes
went, | believe everybody was paid as if that hole was on
them And just for purpose of thought, |I'mwondering if
there is a reason why that wouldn't apply if you create a
unit here, a single unit out of all these existing 80 acre
units on the grid, if there's a reason that any gas produced
fromthat unit should be shared proportionately to al

owners within that unit, that single unit. That's basically
the way we structured the other horizontal operations that
we have done. Ganted, we're plowing new ground with a | ot
of this anyway as far as the Board is concerned and as far
as Virginia is concerned. But again, for sake of

consi stency, it's sonething you may...nmybe shoul d be
considered. Those units also had sone restrictions relative
to the...how close to the side you could drill it. It may
not apply here because this is over a mning plan. That
makes a significant difference here as well. Again, just
for thought, so far as the correlative issues that are
concer ned.

MARK SWARTZ: | woul d have one observance, sort of

a |l egal concern and Les can talk to you about the drainage
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i ssues, but | believe that our |eases allow us to allocate
on any reasonable basis. | appreciate...|l guess we're
telling you how we are planning to allocate, but because we
have | eases that allow us to do this, we don't really need
to enter an order saying this is how you're going to
allocate this unit. Al we need is a unit created because
these are all voluntary units that we have. W have an
ability to conbine | eased acreage into a drilling unit that
we woul d create. Then once that happens, then we're under
our |l eases and we're off and running with these people. So
internms of whether or not you're going to be creating sone
precedent here or need to even take that stuff, you know, we

feel confortable under our | eases that once we create the

drilling unit, we're fine in terns of allocation. Ckay.
But the probl em conceptionally, though, | would
have, you know, if you don't...| look at these alnbst as if

each one is an individual well froman allocation

st andpoi nt, and you know, if the wells at the far end aren't
drilled, you know, if 14 and 15 don't get drilled, then they
have benefitted fromone, two and three, | have a fairness
problemwith that. And | think it's safer, and | really..
conceptionally, | don't think we've done any fromthe

surface and we tal ked about it but we've never done it, so
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l"mnot really...l"ve never really thought about that in
terms of how | would want to see that. But conceptionally,
I"'ma little troubled by not treating these holes as if each
one is a well.

BOB WLSON: The answer to that could be that you

don't create as large a unit, you create nultiple units if
you're going to treat each of these as an individual well.
Just under that concept again, | see exactly what he's
getting at. Again---.

MARK SWARTZ: But in terns of allocation and

production, | have...you know, you'll notice that there are
al ready producing wells, a ton of themin these units, so
it's not like, you know, the nethane in these units hasn't
been produced on sone basis for the benefit of the owners of
each of the 80 acre units. | nean, | think it |ooks to ne
i ke every one of them has got at |east one well already.

So essentially this is an enhancenent in our increased
density, or whatever you want to call it, driven by a m ne
plan. But | am..conceptionally, I'mnore confortable

| ooking at it that way, especially when you encounter

drilling issues. And also, | nean there are mning
conditions. | nean, you know, if they're making great
progress, we nmay not have an opportunity to drill all these.
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| nmean, | don't know how this is going to work. |
just...conceptionally, I amnot troubled by that, and I
don't really know what you did in other cases. |'mnot sure
that | was even here when that happened.

BENNY WAMPLER: Well, we don't have an allocation

i ssue before us.

MARK SWARTZ: Not today, but | nean in terns of

we're tal king about it.

BENNY WAMPLER. A legitimate...l nean it's a

| egi ti mate di scussion.

MARK SWARTZ: Right. W've done these holes in

the past a long tine ago, ten or twelve years ago, and |
remenber it was a footage allocation, but it was basically
t hrough the units com ng back to where you are. You know,
if you had a 6,000 foot hole, you just took the units.
We've got a programoff this east main and Les is trying to
make one trip, basically.

BENNY WAMPLER:  Les, you tal ked about hol e nunber

one and hol e nunber two. As we were talking, just for the
record, clean up the record, those two are not in this
proposed unit?

A No, they were in the first proposal that we

...first proposal that we brought in.
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BENNY WAMPLER: | just wanted to clarify for the

record here today.
A Yes.

MARK SWARTZ: You can see themoff to the left.

BENNY WVAMPLER: | do. | do. |'mjust meking sure

for the record that the record reflects that we're not
tal ki ng about those today.

MARK SWARTZ: Yeabh.

BENNY WAMPLER. He was just using those for

illustration purposes. Questions from nenbers of the Board?

MASON BRENT: | have one question, if | may.

BENNY WAMPLER: M. Brent.

MASON BRENT: G ven the experience you had with

hol e one and hole two, and you nentioned sone drilling

probl ens that you encountered, one of themis 4700 feet and
one of themis 2300 feet, now when we go to hole five and on
up through 15, how did you cone to these distances?

A Well, they're thinking naybe 5,000 foot may
be our maxi mum Then sone of themyou' Il see, |ook at hole
nunmber 15, it's 4,150 feet. Look at just north at the end
of that red line and you see M35. W're trying to stay
away fromthat frac well, and if you'll notice, that's kind

of the pattern that cones across there with the well...the
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hol e spacing. That's kind of what our spacing has been
desi gned on.

BENNY WAMPLER: | f those were |ongwall panels

headed toward those units, how would you...this is another
pay di scussion, but just to play sonething out, how woul d
you pay 34, for exanple, M 34 specifically.

A M 347

BENNY WAMPLER:  Uh- huh.

A Well, at this tinme...you can actually see
our projections on the exhibit, but this set of projections
is so far in the future this is plus...at least plus ten
years and it may be further than that in the future. If we
were to drill it in this fashion for the actual | ongwall
panels, | guess we'd have to cone back and include that in
the Cakwood 11, I'Il call it, pooling. R ght now we have
none planned in the i medi ate m ni ng areas.

JIM MINTYRE: Just for ny own information, why

are holes three and four on angl es when the renai nder of
them are straight |ines?

A Again, they try to mss sone...that
existing frac well there.

JIM MINTYRE: 327

A O 32, yes.
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MARK SWARTZ: Well, | think logistically under the

mne, they try to take advantage of the wider area to drill
those two holes, too, and kind of stay out of the way in
ternms of using that.

A Uh- huh.

BENNY WAMPLER: M. W/ son just asked you if you

have any concern about establishing the drilling unit as
proposed with this application. Oher questions from
menbers of the Board?

(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

JIM M| NTYRE: So noved.

BENNY WAMPLER: |s that for approval of the

drilling unit?

JIM McINTYRE:  Yes.

BENNY WAMPLER: Do we have a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers say yes.)
BENNY WAMPLER.  (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition fromprevailing plaintiffs for

di sbursenent of funds escrowed on their behalf for Unit U
16, docket nunber 93-0622-0381-01. W'd ask the parties
that wish to address the Board in this matter to cone
forward at this tinme. Now, having said that, | realize that
ni neteen through thirty-one are all disbursenent case and we
can decide how to go forward with these with the Board and

w th di scussion of attorneys here about what nekes that the
easi est .

PETER GLUBI ACK: | guess | should...Il should go on

the record here, M. Wanpler.
BENNY WAMPLER:  Yes, sir.

PETER GLUBI ACK: Peter d ubiack, representing the

.1 guess for purposes of argunent, the Ratliff plaintiffs
inthe Ratliff Harrison-Watt case itens...docket nunber
i tens ni neteen through---.

BENNY WAMPLER:  Thirty-one.

PETER GLUBI ACK: ---thirty-one. | guess...|

certainly amat your pleasure. | was given escrow...given
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escrow accounti ng bal ance sheet, what have you, by M.
Arrington earlier this norning. | guess by way of
background, they're all...all of the cases are relatively
simlar. Obviously, we have units U 16, U 17, U 18, V-16,
V-17, V-18, V-20, W17, W18, W19, and then two conbi ned
units which VP8SAUL and GJ2. The...the process, which |
nmust confess we have developed with M. WIson's assistance,
i s obviously sonmewhat new. The cover letter, which you
shoul d have in your file and which was sent with the
transmttal of all the docunents to M. WIson on April the
1st, indicated that we submtted separate applications,
separate notices of hearing, separate affidavits and
separate exhibits for all of the various units. However,
with the exception of the percentage ownership of the escrow
pertaining to each unit, the issues are virtually identical.
The only piece of information that |I did not have and coul d
not do anything with and, in fact, the application seeks an
order. | think M. Arrington has answered, and there's
certainly...there's a couple of |oose ends. There are a
couple of units that we did not submit in tine. There are a
couple of...potentially a couple of wells or actually
interest in the units that were not accounted for, but I

t hi nk for purposes of today's discussion, | don't know what
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el se to say except that the docunents that we think cover
our obligations were submtted in response, and presumably
in response, to an Order for this Board, CNX would have had
to produce what we've got in front of us.

BENNY WAMPLER:  All right. Let's do one...let's

start out taking agenda itemnineteen that | just called, go
through that and then if we see efficiencies, we'll...we'l]|

| ook for those as far as the others go. | don't know
that...at this tine, | can't tell that it makes sense to try
to conbine any of them But it nmay. W'Ill see. So, I|'l
just ask you to go forward with your petition.

PETER GLUBI ACK: |'mnot sure | have them ..l have

to turn to the...nineteen is U 16.

BENNY WAMPLER: That's correct.

PETER GLUBI ACK: Which is...according to ny

i nformati on, VGOB nunber 93-6...0622-0381 (01). The parties
i nvol ved, according to our records, in U-16 at this point
are Bill and Geneva Ratliff. W have submitted an
application for determ nation of their interest. There was
attached as part of the record what should have been the
allocation froma force pooling unit order which indicated
their interest. | would point out that the interest on the

escrow sheet which | was given today and | obviously don't
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have any way of knowi ng where that cow cane from How it
was conpiled is sonewhat different. However, it lists Bil
and Ceneva Ratliff as owning a 22%..22.5527% interest in
the escrow, therefore, their allocated portion would be
$19,039.93. The application was subnmitted, notice was
provided to...in this case, to the two interested parties
who were CNX Energy and Harrison-Watt, LLC, the owner of
the disputed claim the coal owner. | think at this point
for the record, let ne point out that it is ny opinion, and
we' ve discussed this with the staff, in this matter what
we're asking the Court...or the Court, this Board, is an
order allocating the interest of ny interested parties. |
thi nk that notice provision should go to those interested
parties who are concerned with or nay have any...nay have
had any claimto the nonies. Any other parties, for

i nstance as an exanpl e, each one of these force pooling unit
orders has sonetines pages of interested parties and vari ous
matters. We're not seeking to determne their interest.
We're not seeking to determne their allocation. W're
sinply seeking the nonies, which we're asking for a

determ nation. At |least on the table right now, we've
recei ved an escrow accounting. W're asking the Board to

ask CNX to determne ny client's interest in that particular
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unit and that's what apparently has been done. So, it's our
opinion that the application, the notice, the affidavit and
supporting exhibits have been on file...or are filed.

BENNY WAMPLER: Ckay, on the... M. Swartz, 'l

gi ve you an opportunity. But on your application for
this...in this particular unit, you' re representing Bill and
Geneva Ratliff?

PETER G.UBI ACK:  Yes.

BENNY WAMPLER: And they are the applicants

here---?

PETER G.UBI ACK:  Yes.

BENNY WAMPLER:  ---even though in the application

itself, we have a nunber of other people |isted?

PETER GLUBI ACK: Well, we---.

BENNY WAMPLER: | under st and.

PETER GLUBI ACK: ---didn't know. W know that ny

clients are the people listed and the applicant pooled. The
other interested parties or the defendants in this case CNX

is not...was not a defendant party to the suit because they

were not owners---.

BENNY WAMPLER:  That's ri ght.

PETER GLUBI ACK: ---they were operators.

BENNY WAMPLER: | just wanted to clarify for the
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record---.

PETER GLUBI ACK: Yes, | under st and. In U-16---.

BENNY WAMPLER:  ---that even though you listed al

the applicants for these---.

PETER GLUBI ACK: ---as far as our records, and

what we know to be the case, U- 16 the interested parties of
the listed parties are Bill and Geneva Ratliff.

BENNY WAMPLER: Al right. M. Swartz, do you

have any comrents before the Board?

MARK SWARTZ: W' ve provided the accounting.

We've given you a summary and we've given you a by unit
accounting. Anita told nme this norning, and
she's...probably need to get Anita under oath here.

(Anita Tester Duty is duly sworn.)
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ANI TA TESTER DUTY

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nane for us.
A Anita Duty.
Q Okay. Anita, were you the person that took

the operator's records and then when you received the bank's
records, | think last week, tried to nake sure that they
were consi stent and nmake sense of them and then reported
t hose col l ective nunbers to the Board?

A Yes.

Q And the spreadsheets that we're | ooking
at...have today are those things that you' ve done?

A Yes.

Q And in all instances with regard to all of
the hearings that we have with regard to di sbursenents today
in front of the Board, were you able to bal ance your

records, the operator's records with the bank's records?

A Yes.
Q So, we don't have probl ens today?
A No, no probl ens.
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MARK SWARTZ: So, with regard to this unit, M.

Chai rman, U-16 and the rest of them it would be our
testinmony that the bank's records and our records are
consistent in all instances.

BENNY WAMPLER: Do you accept that on behal f of

your client?

PETER GLUBI ACK: For the record, let ne...I1"'ve

i ndi cated already, but for the record | et ne enphasi ze that
this sheet, which is a summary provided, | have no reason to
doubt its accuracy; however, | have no...absolutely no
verifications, supporting information or anything else. W
have...our application is to ask the Board and your...our
request would be that you request that they provide this
information. They have done so. Qbviously, | mght have
sone questions, but for purposes of today's discussion, our
request is that the Board order disbursenent of nonies as
accounted for.

BENNY WAMPLER:  Ckay. Now, the additional

di sbursenent requested sheet---.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: ---also has U-16. Also, has this

docket nunber |1 sted.

MARK SWARTZ: R ght. That's kind of a Sam
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Kenni son nonent. Renmenber Sanf

BENNY WAMPLER: | do. | know himwel | .

MARK SWARTZ: And he was famous for the “let's

Meke one trip.” What we have done, as long as we were in
these units, Anita went in and did a second sheet with
regard to fol ks that have split agreenents.

BENNY WVAMPLER:  Ri ght.

MARK SWARTZ:  And---.

PETER GLUBI ACK: M. Chairman, if | mght, |

don't...| don't know what we're talking about. |If | could
get a copy of it. | don't have one of those.
LESLIE K. ARRINGTON: Ch, I'msorry. I'msorry.
BENNY WAMPLER:  Ch, | thought you had it. [|I'm
sorry.

LESLIE K. ARRINGTON: No, | gave himthe first one

this norning. | forgot to give himthis one.

MARK SWARTZ: And | guess what we felt we do is,

if you felt we could proceed today, we would like to sort of
make one trip. If not, we'll get in the record and we can
publish a notice for next nonth.

BENNY WAMPLER:  Who are you...who are you

representing here?

MARK SWARTZ: The operator.
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BENNY WAMPLER:  Al'l right. Wo is representing

t he owner of the uni, the Watt---?

MARK SWARTZ: They are our | essors.

BENNY WAMPLER: Ckay. Are you okay with that?

SHARON PIGEON: Did they get any kind of notice of

t hat ?

BENNY WAMPLER: Did they have notice?

LESLI E K. ARRINGTON:  No. No, we...we...what we

wanted to do is since we were here get the nunbers on record
and then publish notice, send them notice and cone back next
month so we don't have to...so everybody is aware of these
nunbers. It's bal...the account is balanced. Everything is
in order at this point.

BENNY WAMPLER. | nean, |'mokay with that as far

as we're not neking a decision on disbursenent of that.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: The notice i ssue would be of

concern here.

MARK SWARTZ: Well, obviously, we have a split

agreenent with them So, they're not clueless, you know,
but yeah.
BENNY WAMPLER: | under st and.

PETER GLUBI ACK: | guess, M. Chairman, ny
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guestion is what...l don't know what this has to do wth ny
request .

BENNY WAMPLER: They're just trying to piggy back

your request.

PETER GLUBI ACK: | understand that. I'"m--.

BENNY WAMPLER:  They're just trying---.

PETER GLUBI ACK: |'mobjecting. Let ne put it

this way. | don't know what, you know- --.

BENNY WAMPLER:  You are objecting?

PETER GLUBI ACK: Maybe sone of this noney bel ongs

tony clients. I1'mgoing to find out.

BENNY WAMPLER.  So, you have an objection to---?

PETER GLUBI ACK: | have an objection to disbursing

anyt hing el se other than what |'ve requested.

BENNY WAMPLER: We're...let ne nmake it clear.

We're not disbursing here today. Wat he's asking us to do
is to, while this U 16 docket nunber is open, to allow them
to make their case. They will provide notice and then cone
back to the Board for a subsequent disbursenent. |t don't
matter to us one way or the other.

PETER GLUBI ACK: | suppose as long as there's

subsequent notice. | just...l want to be clear that I...1

have an objection to any kind of---.
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BENNY WAMPLER.  There will be subsequent noti ce.

PETER GLUBI ACK: ---di shursenent order as a result

of this.

MARK SWARTZ: Well, you know, as long we're

tal ki ng about notice, we need to be consistent. You didn't
notice these people and you didn't notice all the other
peopl e who m ght potentially have clains to this noney. So,
if you're saying you can proceed with your applications

W t hout noticing everybody, but when ny client steps forward
with our | essors and says, "W would |like to do the sane
thing you' re doing", | think it is disingenuous to say that
we have a different notice obligation than you do. So, we
need to, with the confort |evel of the Board, have an
understanding as to who's entitled to notice under these

ci rcunst ances.

PETER GLUBI ACK: W th all due respect,

di si ngenuous ny rear end, M. Swartz. These people do not
have any interest in the clains that we're naking. You're
telling us what ny clients have an interest in. W're
accepting that. W'd |ike the noney. You're comng in here
and asking to disburse this noney wthout any notice. W
noticed you that we were going to ask for this noney.

You're comng in here and telling us this is this noney,
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that's fine. But this is ny hearing. | noticed you.
noticed you that I wanted Bill and CGeneva Ratliff's
accounting, you've provided it, and now what you're trying
to do is provide notice that all these other people should
get their noney. That's not on...not on the docket. |
noti ced everyone who has an interest in the noney that
belongs to Bill and Geneva Ratliff.

MARK SWARTZ: Not true.

PETER GLUBI ACK:  Well, | think it is.

MARK SWARTZ: Everybody...this is an unall ocated

escrow account. So everybody who has an interest in any
tract...tract in that unit has a potential argunent that
your clients are being over all ocated.

PETER GLUBI ACK: And who is going to make that

determ nati on? You are.

MARK SWARTZ: You didn't give these people notice.

PETER GLUBI ACK: You've provided us with the

nunber s.

MARK SWARTZ: You did not give those people

notice. Wiat |I'msayingis, if it's your position that you
don't have to give notice to the rest of the people in the
unit, and the Board has a confort level with that, that's

fine. But |I think the same rule will should apply to ny
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client.

PETER GLUBI ACK: Wiy did those peopl e have an

interest in ny client's noney?

MARK SWARTZ: Because the noney's unallocated in

this unit. There's a lunp of noney in this unit that
bel ongs potentially to a whole bunch of people.

PETER GLUBI ACK: But the percentage of allocation

is allocated by Board order and we're asking the percentage
of the noney that is known quantity...all we ask you to do
istotell us what the percentage is, and you did.

BENNY WAMPLER:  Ckay, let ne---.

MARK SWARTZ: | can't speak for the other people,

t hough.
BENNY WAMPLER: ---let ne...let ne just say from

the Board' s standpoint, you have an application before us.
You' ve provided notice consistent wwth a m scell aneous
petition of how we do that. The concern here was, even

t hough you have a | essor, is whether or not you're actually
here on behalf of Watt. That was the question | had.

MARK SWARTZ: Ri ght .

BENNY WAMPLER: | f you can represent that you

are---7?

MARK SWARTZ: No, |'m not.
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BENNY WAMPLER.  ---if not, then you said you

weren't, then the next hearing when you talk with them you

woul d be, | suppose, follow ng through with that.

MARK SWARTZ: Wth the notice?

BENNY WAMPLER:  Yes.

MARK SWARTZ: Absol utely.

BENNY WAMPLER:  Yes. So---.

MARK SWARTZ: | nean, that's---.

BENNY WVAMPLER: ---that's...that's where we stand.

| have...so, I'msaying as far as the objection to you

bringing this up as we go, I'moverruling that objection,
that portion of the objection.

PETER GLUBI ACK:  Ckay.

BENNY WAMPLER: O your obj ection.

PETER GLUBI ACK:  Ckay.

BENNY WAMPLER: But as far as us naki ng a deci sion

on di sbursenent, we're not doing that here today---.

for.

PETER GLUBI ACK:  Ckay.

BENNY WAMPLER: - --except for your clients.

PETER GLUBI ACK: All right. That's what | asked

MARK SWARTZ: |'m not objecting.

BENNY WAMPLER:  All right. |s everybody okay with
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t hat ?
(No audi bl e response.)

BENNY WAMPLER:  Al'l right. ay, so that...as to

Unit 16, anything further with that? Any other questions
from nmenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER:  Anyt hi ng further?

PETER GLUBI ACK: Nothing for M. Swartz?

MARK SWARTZ:  No.

MASON BRENT: So, have we established that

adequate notice was given for this disbursenent?

BENNY WAMPLER: As a Board, no. | made a comment.

That's...that's it. M. WIson, do you want address notice
i ssues here with us?

BOB WLSON: The requirenents under m scel |l aneous

petition is that all respondents, if any, be notified of the
action. The respondents in this case were the peopl e whose
nmoney was to be disbursed in Tract 5, and the other parties
to the suit that was recently settled, and the operator of
record. They were the fol ks that were respondents in this
particular issue. This is consistent with what we have
done. Previously, when the Board was providing this notice

t hrough what we refer to as the three part letter, which we
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sent out under our signature prior to disbursenents, we
notified only those parties who were actually a party to
those tracts that were up for disbursenent.

BENNY WAMPLER:  Not for the entire...okay. So, |

woul d ask...l guess you that question, is the Board
confortable with that?

MASON BRENT: Yes.

DENNIS GARBIS: (Indicates in the affirmative.)

JIM McI NTYRE:  Uh- huh

BENNY WAMPLER. Ckay. Then as to notice, we're

okay with notice. Then | guess the next thing is, is there
a notion for approval of disbursenent to Bill and Geneva
Ratliff as presented here today?

JIM MINTYRE: Mbdtion to approve.

MARK SWARTZ: |'msorry, | believe that the

pooling records that you have on hand indicate there may be
an IRS lien in that unit, U 16.

BENNY WAMPLER:  |'m sorry?

MARK SWARTZ: There may be an IRS |ien

BENNY WAMPLER:  Ckay.

MARK SWARTZ: And so you need to be confortable

with that. But other than that, | have no additiona

coment. | think it's appropriate to nake the di sbursenent.

184



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

BENNY WAMPLER: As to an IRS |lien, that woul d. ..

that woul d be applicable at disbursenent. | don't know if
t he bank...how the bank would handle that. |Is that |lien on
file?

MARK SWARTZ: Well, | think it's on file wth you
all.

BOB WLSON: | think...and, again, | have to | ook
back in the file which | have here. | renenber seeing an

IRS lien on a tract of land. But does that lien extend to
nmoni es that would be in the escrow account? O herw se, |
woul d think the lIien woul d be agai nst the escrow account,
would it not?

MARK SWARTZ: | don't know the answer to that.

BOB W LSON: | don't...l don't know either.

SHARON PI GEON: Nor do 1I.

MARK SWARTZ: You know, but there are sone...there

are sone bank and judgnent liens and creditor issues as we
get down through sone of this other stuff that you just need
to be aware of that. | don't know the---.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: ---answer to that question.
BENNY WAMPLER: | understand. Well, we'll have
to...we'll have to work together to find an answer to that.
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MARK SWARTZ: And they may be satisfied. | nean,

t hese were pooled a long tinme ago.

BOB W LSON: For the record, the recorded order

shows the Internal Revenue Service wth a tax |ien against
Tract #3 of Unit 16.

PETER GLUBI ACK: Which is not the tract in

question, as | understand it?

BOB W LSON: Correct.

BENNY WAMPLER. Are you aware of any lien on the

current tract in question?

PETER GLUBIACK: I'mnot. And | will...l wll...

again, since this has not been done before, | suppose in al

honesty and certainly for ny protection as nuch as the

Board's protection, | think what I will dois give...and |I'm
asking, I'll give you a title opinion letter, get you an
abstract, get you...l'mnot sure | want to pay for a title

policy for you. But we can get sone sort of title opinion
letter that that's pertaining to the specific individuals
that there are no judgnents, liens, credits, etcetera. |
think that's appropriate. | hadn't dealt with that because
it has been a long tinme, but | think that's appropriate.

BENNY WAMPLER:  Wel |, ny experience in other

di vi sions of our departnent has been when there is a |ien,
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an IRS lien, specific to a tract, it would cone out of that

first and then paid out after that.

PETER GLUBI ACK: | amrepresenting to the Board
that | will---.

BENNY WAMPLER:  Sur e.

PETER GLUBI ACK: ---with regard to all of these---

BENNY WAMPLER:  Ckay.

PETER GLUBI ACK: ---units prior to disbursenent---

BENNY WAMPLER:  You wi || get us---.

PETER GLUBI ACK: ---1 will furnish, | guess, to
M. Wlson atitle opinion letter that the title....there is

no liens or anything el se.

BENNY WAMPLER:  Al'l right.

PETER GLUBI ACK: That's fine. |'mnot aware of
any, but 1'll certainly have soneone | ook.

BENNY WAMPLER:  Ckay, thank you. | have a notion
for approval of disbursenent. |Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: One other thing, as we nentioned

earlier, because of the need to keep records and supply 1099
forms to the IRS---.

BENNY WAMPLER: He needs---.

PETER GLUBI ACK: | will supply you with soci al

security nunbers and addresses of each of these receipts,
which | think that's what you need to prepare that 1099.
BOB WLSON: Yes, sir, absolutely and under

separate cover, these are not records that we will maintain.
W will pass this along to the bank because we---.
PETER GLUBI ACK: | heard you nention bank, M.

Wlson, is it...so, the bank is going to issue the 10997

BOB WLSON: Probably. W're...we're still in the

process now of having the IRS define exactly howthis has to

be handl ed- - -.
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PETER GLUBI ACK:  All right.

BOB WLSON: ---because it's sonething totally new

to themtoo, but as it has developed at this point in tine,
it appears that we will be asking the bank to do those
1099s.

BENNY WAMPLER: | f it's...what he's saying is if

it's an obligation of the escrow, which is representing the
Board, then the agent will be who we will call on and we
expect to have to pay for that.

PETER GLUBI ACK: Okay. | w Il get nanes,

addresses and soci al security nunbers---.

BOB WLSON: Thank you.

PETER GLUBI ACK: ---which is what you need for the

1099.

BOB W LSON: Yes, sir. Yes.

BENNY WAMPLER. The next itemon the agenda is a

petition fromprevailing plaintiffs for disbursenent of
funds escrowed on their behalf for Unit 17, docket nunber
93-0420-0363-01. W'd ask the parties that wish to address
the Board in this matter to cone forward.

PETER GLUBI ACK: Once again, M. Chairman, Peter

d ubi ack on behalf in this case on U 17, the claimants are

D anna G aham Ira Gordon and Juanita Ratliff, Donald and
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Anna Pearl Ratliff and Bill and Geneva Ratliff.

MARK SWARTZ: Mark Swartz and Anita Tester.

BENNY WAMPLER:  Thank you. You may proceed, M.

d ubi ack.

PETER GLUBI ACK: M. Chairman, simlar to the...to

the statenent made previously with U 16, the application,
the notice of hearing and supporting affidavits and exhibits
are filed. | didn't submt to the Board, but | have green
cards. [|'ll represent to the Court and submt it for the
record notice...copies of notices to CNX and M. Jay Scott
Sexton, the attorney for Harrison-Watt, LLC. It has been
our position that the appropriate respondents and parties
have been notified. |In addition, all claimnts, individuals
represented here have been notified by certified nuail

We're seeking a...since it's already before the Board, it's
alittle late, but we're seeking a determ nation of the
anpunts to be allocated pursuant to their respective
interest pursuant to this Board's earlier force pooling and
order. W would seek disbursenent of the funds as |listed on
t he escrow bal ance sheet submtted, dated April 20th, to
each of the individuals naned, specifically D anna G aham
Ira Gordon and Juanita Ratliff, Donald and Anna Pearl

Ratliff, and Bill and Geneva Ratliff in the anount
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speci fi ed.

BENNY WAMPLER:  For these cases, can we go ahead

and | abel this Gas and G| Board Hearing April 20th, 2004
bal ances as of 2/29/04 as Exhibit One in all of these cases.
The one that says "Additional D sbursenments Requested" is
Exhi bit Two for future reference?

(No audi bl e response.)

BENNY WAMPLER: Ckay. Here again, do you agree

with these di sbursenent anounts?

PETER GLUBI ACK: Yes, M. Chairman. Again, for

the record, to the extent of know edge that we have, we
woul d accept it subject to further investigation. But we
know at | east that noney has been all ocated.

BENNY WAMPLER' M. Swartz, do you have anythi ng?

MARK SWARTZ: O her than the sane comment with

regard to you need to look at the lien situation in 17.

BENNY WAMPLER:  Specifically, in this one we have

Tract 3 involved. | believe...is that the one you nenti oned
regarding a lien or was it---7?

PETER GLUBI ACK: This is a different unit, |

believe, isn't it?

BENNY WAMPLER: It is.

BOB W LSON: Yeah, this would be---.
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MARK SWARTZ: Well, there's a half dozen or nore

liens here---.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: ---in this...in the U 17. | don't

know who they apply to. [I'mjust warning you---.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: ---that you probably need to | ook at

t hat .

BENNY WAMPLER:  Ckay.

PETER GLUBI ACK: | will renew and will renew it

every tine, if you want, ny statenent that | wll
supply...with regard to ny clients, | will supply atitle
opinion letter with regard to liens, judgnents, etcetera,
and in addition the necessary 1099 soci al security nunber
and address and name i nformation.

BENNY WAMPLER:  For the record then, just go ahead

for each of these as | call them..you re agreeing to have
that testinony as part of that record each tine?

PETER GLUBI ACK: To the extent that | will conduct

a search of the records and supply M. WIlson with
those...with that information

BOB WLSON: And, again, for the record since this

has been brought up, the original pooling order here shows
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Tract 7 to be under tax lien to the US Internal Revenue
Service. Tracts 1, 2, 3, 4 and 5 to be under sone sort of
j udgment in Buchanan County, unexpl ai ned.

PETER GLUBI ACK: M. Wlson, if | mght ask, is

that a Grundy National Bank judgnment?
BOB WLSON: One of themis, Tract 3 is that.

PETER GLUBI ACK: | know t hat one has been

r el eased.

BOB WLSON: This is a 1993 recorded order, too.

So, this is significantly out of date, |I'm sure.

PETER GLUBI ACK: And subject to those proffers,

M. Chairman, that's all | have to say on that particul ar
one.

BENNY WAMPLER: Ckay. | would like for you to,

go through these, to just read the allocation anount for
each person...each party---.

PETER GLUBI ACK: Certainly.

BENNY WAMPLER:  ---just so that we have that of

record.

PETER GLUBI ACK: For the record, as indicated on

Exhi bit One that has been submitted as a part of all of
these units, the allocation for U-17 D anna G aham $7, 579;

Ira Gordon and Juanita Ratliff $8,179.09; Donald and Anna
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Pearl Ratliff $16, 313.73; Bill and CGeneva Ratliff
$85, 969. 38.
BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Anita?

ANI TA TESTER DUTY: Well, one thing | just want to

make sure, that whenever the disbursenent is ordered that
there's not a dollar anmount put in there because then that
| eaves us with a, you know, a balance in those accounts
sonetines that doesn't need to be there. So, actually we
need to go by the percent of escrow and not the doll ar
figure because this is the balance as of the end of
February.

BOB WLSON: Excuse ne, Chairman, that's a good

poi nt .

PETER GLUBI ACK: On.

BOB WLSON: The order itself...these...these

nunbers are here to represent what it was as of the date
that they had the last total.

PETER GLUBI ACK: Two...two nont hs ago?

BOB W LSON: Yeabh.

PETER GLUBI ACK: The...the order itself wll
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specify that the percentage will be disbursed as of the day
they wite the check. So, they will bal ance that account up
until that date and then disburse it fromthis percentage.

PETER GLUBI ACK: So, isit...is it nore

appropriate to read into the record the percent of escrow?
|s that what we're---7?

BENNY WAMPLER: Yes, that's what they're saying.

PETER GLUBI ACK: Ckay. All right.

BENNY WAMPLER. | f you will do that.

PETER GLUBI ACK: Certainly.

SHARON PI GEON:  And for that prior one too, if you

don't m nd, even though it has been approved.

PETER GLUBI ACK: | will go back on the record, for

unit U- 16, according to the allocation sheet on Exhibit One,
the allocation percent of escrow for Bill and Geneva Ratliff
is 22.5527% of the current balance at the tine of the order
to the escrow agent. On Unit U 17, Dianna Graham 5. 9017%
Ira Gordon and Juanita Ratliff 6.3690% Donald and Anna
Pear| Ratliff 12.7034% Bill and Geneva Ratliff 66.9436% of
t he amount that has been account in the escrow

BENNY WAMPLER:  Thank you.

PETER GLUBI ACK: And | presune that...just again

for clarification's sake, that would be the percent of
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distribution for future revenues?

BENNY WAMPLER:  Yes. Thank you. M. Swartz, do

you want to go ahead and pick U 167
(Mark Swartz and Anita Tester Duty confer.)

MARK SWARTZ: No, it wouldn't be.

BENNY WAMPLER:  \What ?

MARK SWARTZ: He said he assuned that that would

be the percentage for future revenue distribution and that

woul d be the decimal interest in B-3 or in a supplenental

order as opposed to a percentage of escrow. | nean, it's a
conpletely different nunber. So, | need to quarrel with the
tag on.

BOB WLSON: | think we just need clarification on

that. The nunber that is given here is the percentage of
t he bal ance of the escrow--.

MARK SWARTZ: I n escrow.

BOB W LSON: ---account attributable to that unit.

Subsequent distribution would be each individual tracts
interest in the unit as a whole and not its interest in
the...in the escrow account.

BENNY WAMPLER: Yeah, that's true.

MARK SWARTZ: Correct. They're two different.
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That woul d be reported in an supplenental order or a pooling

order as a percentage.

BENNY WAMPLER: And we won't conti nue to have

nmoney going into the escrow after this Board order
di sbursenent. Do you understand?

MARK SWARTZ: Correct.

PETER GLUBI ACK: R ght. R ght. You wll not...

there will not be any subsequent orders because the noney
Will---.

BENNY WAMPLER:  Because we're...once we're doing

this, that noney will be...we will be ordering themto pay
directly.
PETER GLUBI ACK: To pay direct, right.

MARK SWARTZ: | n accordance with the previous

or der.

BENNY WAMPLER: I n accordance with the previous

order, right. Which would not work out---.

PETER GLUBI ACK: R ght. But we would not be

com ng back to you because you will be ordering themto
di sburse it directly to us?

BENNY WAMPLER.  Right. And the point is,---?

MARK SWARTZ: They'll do both things.

BENNY WAMPLER: ---and it's one well taken, it's
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not going to be by these percentages because that's the
percentage in escrow. It will be in accordance with the
order, the original order

PETER G.UBI ACK:  Yes.

MARK SWARTZ: It's the piece of the royalty, which

is adifferent---.

BENNY WAMPLER: Right. Do you want to go ahead,

M. Swartz, just for the record, since we went back and read
in U-16 percent of escrow there?

MARK SWARTZ: (kay, yes.

BENNY WAMPLER:  Just to...l'mtrying to keep the

record---.

MARK SWARTZ: On the...on the additiona

di sbursenents requested, U 16 would be 42.1381% Then we
didn't have an issue with regard to U 17.

BENNY WAMPLER:  That's ri ght.

MARK SWARTZ: Thank you.

BENNY WAMPLER:  Thank you. GCkay. Any questions

from nenmbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval of

di sbur senent ?

JIM MINTYRE: Mbtion to approve.
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BENNY WAMPLER: s there a second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for
docket nunber V...docket nunber VGOB...well, we don't have a
VGOB on here, do we. VGOB-93-0420-0355-01. W'd ask the
parties that wish to address the Board in this matter to
come forward at this tine.

PETER GLUBI ACK: Peter d ubi ack for the

applicants, M. Chairman.

BENNY WAMPLER:  Mar k?

MARK SWARTZ: Mark Swartz and Anita Duty. [|I'm

goi ng to change her nane.

PETER GLUBI ACK: W are on...if I'mcorrect, we

are on U 18?
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MARK SWARTZ: Right.

BENNY WAMPLER: That's correct. And your...the

owners in the unit that you have listed, M. d ubiack?

PETER GLUBI ACK: For the record on U-18, we have

listed as owners the applicants D anna G aham and t he

percent age of 12.4885% of the escrow, Ira Gordon and Juanita
Ratliff to the percentage of...in the percentage of 54.0823%
inunit U18. Again, subject to the filing of the
application, the notice of hearing being sent certified

mai |l /return receipt to CNX Energy and Harrison Watt, LLC
whi ch was done and subsequent suppl enental of affidavits and
supporting exhibits that we ask the Board to order the
distribution according to that percent of escrow as |isted.

BENNY WAMPLER:  Thank you. M. Swartz, do you

have any coment ?

MARK SWARTZ:  No.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

MARK SWARTZ: Well, actually, I'msorry. W've

got the lien issue.

PETER GLUBI ACK: We want to read the other

percent---.

MARK SWARTZ: But we've already nade a record on
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t hat .

BENNY WAMPLER.  Yeah, we're just naking a record

of that for which one.

MARK SWARTZ: So, | don't have to repeat that?

BENNY WAMPLER  Ri ght .

MARK SWARTZ: (Okay, fine.

PETER GLUBI ACK: The sane response for the record,

subm ssion wll be nmade of a title opinion |isting any
liens, judgnents, etcetera, in addition to the necessary
1099 filing information.

BENNY WAMPLER. What |' m asked is that be repeated

for each case, if that---.

MARK SWARTZ: (Okay, no problem

PETER GLUBI ACK: Yes. (kay.

BENNY WAMPLER:  That's what we'll have happen.

You won't have to restate it. That way we can nove...nove
t hr ough t hese.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval of

di sbur senent ?

JIM MINTYRE: Mbtion to approve.
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BENNY WAMPLER: s there a second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

is a petition for disbursenent for docket nunber VGOB-94-
1024-0475-01. That would be...lI'mlooking for the unit
nunber, U-19. | don't see it on here.

BOB W LSON: M. Chai rman---.

BENNY WAMPLER: It's not on here.

BOB WLSON:  ---unit U-19 was not...we didn't get

proper subm ssion on that. So, | think you probably have
sonething in your pack that states that has to be carried
forward, | believe, until next nonth---.

BENNY WAMPLER:  Ckay, so that's---.

BOB WLSON: ---for whatever tinme you want to cone

back. W need to carry it forward.

PETER GLUBI ACK: R ght. W would stipulate for
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the record, M. Chairman, that the paperwork for U 19 was
not submtted in a tinely fashion and was, therefore, not on
t he docket today.

BENNY WAMPLER:  Ckay.

PETER GLUBI ACK: We wish it was, but it's not.

BENNY WAMPLER: | under st and.

BOB WLSON: Actually, it is on the docket.

PETER GLUBI ACK: It's on the docket---.

BOB W LSON: Yeabh.

PETER GLUBI ACK: ---but the supporting...the

necessary information is not in front of them

BOB WLSON: We'll need to carry it forward.

PETER GLUBI ACK: We ask to continue that to a

subsequent day.

BENNY WAMPLER. Ckay. We'll continue...twenty-two

is continued. All right, the next is a petition for

di sbursenent of funds for Unit V-16, docket nunber VGOB-95-
0818-0511-02. | observe that the sane parties are still at
the table. M. d ubiack, you may proceed.

PETER GLUBI ACK: Yes, sir, M. Chairnman. Thank

you. Once again, for the record, Peter dubiack in this
case on V-16 representing Donald and Anna...actually as well

Anna Pear|l Ratliff. W would ask the Court, or the Board,
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to enter an order disbursing the funds currently held in
escrow for those...that individual in the anount of 16.2473%
and 38.0572% constituting their interest in that escrow
account. Once again, we will submt the necessary title

i nformati on and ownership information for 1099 and woul d ask
the Court... once again as before the application, notice
and affidavits were submtted and sent to the appropriate
parties.

BENNY WAMPLER:  Thank you. M. Swartz.

MARK SWARTZ: | would like to indicate that we're

al so requesting out of V-16 a distribution to Landon Watt
or the Watt interest and BPC, a partial distribution of
39.6027%

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval of

di sbur senent ?

MASON BRENT: May | get just a clarification?

BENNY WAMPLER: M. Brent.

MASON BRENT: Did you say you were...were asking

for di sbursenment?

MARK SWARTZ: Next nont h.
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BENNY WAMPLER:  Thi s has been conditioned upon---.

MASON BRENT: | just wanted to nake sure we were

still under those conditions.

MARK SWARTZ: Right.

BENNY WAMPLER:  Thank you.

MARK SWARTZ: Ri ght .

PETER GLUBI ACK: And |I'"'mcorrect, M. Brent, that

as a result of this neeting, there wll be no order of
di sbursenent...ordering disbursenent of that noney, that's
going to be for a subsequent neeting?

BENNY WAMPLER:  That's exactly right.

MASON BRENT: That's correct.

BENNY WAMPLER: That will be placed on that docket

for next nmonth or subsequent nonths, if necessary.

BOB WLSON: M. Chairman, are we then actually

going to carry these things forward as well as conpleting
this portion of it today because these are not on the docket
for next nonth? | think we're beyond the deadline for next
nmont h' s docket. So---.

BENNY WAMPLER: | was conti nui ng these for next

mont h.

BOB WLSON: W need to continue this portion of

it until next nonth?
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BENNY WAMPLER: That's what he requested---.

BOB WLSON. Ckay, okay.

BENNY WAMPLER: ---to continue these.

BOB WLSON: Ckay.

BENNY WAMPLER:  And that's why | said, that's ny

under standi ng for each one of these that's on Exhibit Two
will be continued to next nonth.

BOB WLSON: | just wanted to nmake sure of the

| ogi stics. Sure.

PETER GLUBI ACK: And |I'msorry, M. WIlson, did

that nean...| thought you said next nonth...the deadline has
passed. So, they're not on next nonth or they are on next
nont h?

BOB WLSON: Well, it's too late for themto file

for this...these are going to be carried forward. That's
the point I was trying to clarify.

BENNY WAMPLER: There will be a public notice is

what he's saying.
PETER GLUBI ACK: For the May the 13th neeting

or---7?

BOB W LSON: Yes.

MARK SWARTZ: Yes.

BENNY WAMPLER:  Not for you...not for yours.
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PETER GLUBI ACK: | understand. But | just---.

BENNY WAMPLER: Sur e.

PETER GLUBI ACK: | wasn't clear that they could be

on May the 13, but you're saying they are.

BENNY WAMPLER: That's because the Board is

continuing them It's not...it's too late to file an

i ndi vidual application for it. But the Board has the power
to continue until its next hearing anything that's brought
before it today.

PETER GLUBI ACK: Okay. That | understand. Thank

you.

BENNY WAMPLER: Sur e.

BOB WLSON: And, again, just for clarification

the hearing is on May the 18th.
BENNY WAMPLER:  It's the third Tuesday---.

PETER GLUBI ACK: Right.

BENNY WAMPLER: ---of every nonth. |Is there a

noti on for approval ?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)
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BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

is a petition for disbursenent of funds for Unit V-17,

docket nunmber VGOB-95-0718-0509-01. W' d ask the parties

that wish to address the Board in this matter to cone

forward at this tinme. | observe the sane parties are here.
M. dubiack, I'lIl just ask you to read your---.

PETER GLUBI ACK: Thank you.

BENNY WAMPLER: ---clients into the record.

PETER GLUBI ACK: M. Chairman. Again, thank you.

|''mhere on behalf in this case on Unit V-17. W have the
follow ng individuals: Dianna G aham Bill and CGeneva
Ratliff and Donald and Anna Pear| Ratliff. In this
particul ar case, we would ask for distribution of funds
currently held on account in the escrow account. In D anna
Graham s case the percentage of 48.0995% Bill and Geneva
Ratliff .01... .1712% for Anna Pearl Ratliff, 51.7293%
subject to the sane proffers as earlier indicated,

subm ssion of a title opinion and necessary IRS reporting
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and ownership informati on. Once again, the notice
application affidavits and exhibits were submtted and sent
certified mail return receipt.

BENNY WAMPLER:  Thank you. And just for

clarification for the record, Bill and Geneva Ratliff, you
clarified to say it's .1712%

PETER GLUBI ACK: | munbled it wong, M. Chairnman,

. 1712%

BENNY WAMPLER:  Thank you. M. Swartz, do you

have anyt hi ng?

MARK SWARTZ: Not on that one.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |Is there a notion for disbursenent
approval ?

JIM McINTYRE: Mbtion to approve.

BENNY WAMPLER: |s there a second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.
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(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for
Unit V-18, docket nunber VGOB-96-1016-0556-01. We'd ask the
parties that wish to address the Board in this matter to
come forward at this tine.

PETER GLUBI ACK: Once again, M. Chairman, Peter

A ubi ack representing in this case on Unit V-17 the
follow ng individuals, and would request that there be an
order entered disbursing their funds held on account in the
foll ow ng percentages: Dianna G aham 44.3027% Conni e Sue
Ratliff 41.6320% and .0139% Ira Gordon and Juanita Ratliff
8.0564% Ira and Gordon...lra Gordon and Juanita Ratliff
.2671% and again the sane individuals Ira Gordon and
Juanita Ratliff .4006% The necessary and required notice
of application, affidavit and supporting exhibits were sent
to the responding parties by certified mail/return recei pt
request ed.

SHARON PI GEON:  Woul d you repeat the figure for

the second Connie Sue Ratliff, just in case?

MASON BRENT: Tract 7.
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SHARON Pl GEON: Tract 7.

PETER GLUBI ACK: point...this is Connie Sue

Ratliff Tract 7, .1039%

MASON BRENT: You got it right that tine.

SHARON PI GEON: Thank you.

PETER GLUBI ACK: For the record, | think CNX ought

to be ordered to round those up to the nearest whol e nunber
and you woul dn't have to deal with those. Wth that

subm ssion, M. Chairman, |I'd |like to request the Board
order disbursing those funds as indicated.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything, M. Swartz?

MARK SWARTZ:  No.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Again, just for clarification, |

believe that it nmay have been m sstated there that...when
you started reading these you may have said V-17. This is
actually Unit V-18 that we're doi ng here.

MASON BRENT:  Ri ght .

PETER GLUBI ACK: If | indicated that...the
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request ed di sbursenent is on Unit V, as in Victor, 18.

BENNY WAMPLER: |s there a notion for approval of

di sbursenent as presented?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: s there a second?

DENNI S GARBI S: Second.

(AI'l menbers signify by saying yes.)
BENNY WAMPLER:  Any further questions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for
Unit V-20, docket nunmber VGOB-92-0721-0243-01. Again, |
observe the sane parties at the table. M. dubiack, you
may proceed.

PETER GLUBI ACK: Thank you, M. Chairman. 1In this

particul ar instance, we're dealing with item or Unit V as
in Victor, 20. The sole listed applicant in this unit is

D anna G aham W woul d request di sbursenent of funds held
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on account for her according to the percent escrow of

4.8731% Again, subject to the earlier indicated proffers
of subm ssion of a title opinion and necessary ownership and
| RS i nformation.

BENNY WAMPLER: M. Swartz?

MARK SWARTZ: As indicated on Exhibit 2 today in

Unit V-20, we would al so be requesting next nonth on the
docket approval of a disbursenment pertaining to Tract 3
based on a split agreenment and a percent of the escrow of
2.4029%

BENNY WAMPLER:  Thank you. Any questions from

nmenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval of

di sbur senent ?

JIM MINTYRE: Mdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for
Unit W17, docket nunber VGOB-95-0718-0508-01. | observe
the sane parties at the table. M. d ubiack, you nay

pr oceed.

PETER GLUBI ACK: Thank you, M. Chairman. |[If |I'm

correct, | believe we're dealing with itemW17...Unit W17.

BENNY WAMPLER:  That's ri ght.

PETER GLUBI ACK: | would ask for distribution,

again, to the sole individual applicant in this particul ar
unit in the percentage to D anna G aham and the percent
escrow of 100% Subject to the conditions earlier indicated
and proffered, title opinion and ownership informtion.
Necessary affidavit application and notice were sent

regi stered mail

BENNY WAMPLER. Ckay. M. Swartz, do you have

anyt hi ng?

MARK SWARTZ: No, | don't.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER. |s there a notion for approval of

di sbur senent ?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: s there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Any questions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for
Unit W18, docket nunmber VGEOB-95-0815-0510-01. Observing
that the sane parties are at the table, M. d ubiack, you
may proceed.

PETER GLUBI ACK: Thank you, M. Chairman. Once

again representing the applicants in this instance on W18.
The applicants Connie Sue Ratliff and D anna G aham are
requesti ng di sbursenent or an order fromthis Board

di sbursing funds subject to the proffers nade earlier in the

anount, or escrow anount, percentage of Connie Sue Ratliff
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. 9709%

comment ?

Boar d?

D anna G aham 99. 0291%

BENNY WAMPLER' M. Swartz, do you have any

MARK SWARTZ: Not on W 18.

BENNY WAMPLER:  Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval ?

(No audi bl e response.)

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition for disbursenent of funds for

Unit W19, docket nunmber VGOB-92-1215-0305-01. Observing
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that the sane parties are at the table, M. d ubiack, you
may proceed.

BENNY WAMPLER:  Thank you, M. Chairman. W're

dealing with Unit W19, wth one applicant seeking an order
fromthis Board di sbursing funds to D anna G ahamin the
anount . ..escrow percentage anmount of 67.4988% Subject to
the earlier proffers of title opinion and ownership IRS
reporting data. Again, notice of application and necessary
affidavits were filed and sent registered mail, certified
receipt.

BENNY WAMPLER: M. Swartz, any comment ?

MARK SWARTZ: Not hi ng on that one.

BENNY WAMPLER: Questions from nmenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval for

di sbur senent ?

BOB W LSON: M. Chai rman, excuse nme one second,

pl ease.

BENNY WAMPLER: M. WIson.

BOB WLSON: W19 was one of the old orders that

had actually three docket nunbers attached to it that was

before we started using 0ls for subsequent actions
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apparently. The original W19 order, which was superceded
by 0305, which we're | ooking at now, actually has $22 in the
escrow account. It's subject to the sane interest as this.

| would like to request the Board that we be allowed to
incorporate all of this in the same order for disbursenent
and to close out that basic portion of it.

BENNY WAMPLER: Do you---7?

PETER GLUBI ACK: | would certainly like ny client

to get her $16.
BENNY WAMPLER:  Ani t a.

ANl TA TESTER DUTY: Just for the record, whenever

Rachel from Wachovia sent ne the accounting, that $22 was
included in the first deposit. Then the second account
was...it's like she just transferred it in there like the
first of...it had a date of April the...April the 30th or
mean, March.

BOB WLSON: So, it is actually included in this

accounti ng?

ANI TA TESTER DUTY: So, the $22 is

i ncl uded. . . yeah, yeah.

BOB WLSON: Ckay.

ANI TA TESTER DUTY: So, it's not a separate

account anynore. | don't know if that was just what she did
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on t he sheet.

BOB WLSON: Ckay, yeah, we probably need to | ook

at that just froma record standpoint. | think we would

need to---.

t he order.

SO Wwe can

1117-0290.

gist of it

SHARON PI GEON: Bob, you have---.

BOB WLSON: ---acknow edge both docket nunbers in

SHARON PI GEON: Do you have that original nunber

have it in the record now?

BOB W LSON: Yes. Yes. That would be VGOB-92-

BENNY WAMPLER.  Did you get that, M. d ubiack?

PETER GLUBI ACK: Yes, | did. If I'"mcorrect, the

is that the $22 is in the account?

SHARON PI GEON: W t hi nk.

BOB WLSON: Actual ly---.

SHARON PI GEON: But we're going to---.

BENNY WAMPLER:  Subj ect to verification.

MARK SWARTZ: It's...it's listed on the

spreadsheets that the Board has and, Peter, you should have

as of 4/30/03. 1s that what you're tal king about, that $22?

ANI TA TESTER DUTY: Yeah. Un- huh.

LESLI E K. ARRI NGTON: Ckay, Mark, we didn't hand
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out conplete sets other than to Bob

MARK SWARTZ: Oh, okay. GCkay. Well, he has got

the nunber. Ckay, |I'msorry. But we're showi ng $22. 16,
right, as of 3/31/03?
BOB WLSON: Yes. And she actually...the

accounting actually shows it under the other nunber that
we...we just read off here.

MARK SWARTZ: Ri ght .

BOB W LSON: So, it was included in this

accounti ng.

BENNY WAMPLER: \What we're doing is incorporating

t he two nunbers---.

BOB W LSON: Yes, sir.

BENNY WAMPLER. - --subject to further

reconciliation and di sbursenent.

SHARON Pl GEON: So, if we use the correct

percentage in both docket nunbers, it's going to get it
ei ther way?

MARK SWARTZ: No, what...what Anita is telling you

isit's already in this...it's co-mngled, as far as we
know, and we're accounting for it, but you probably need to
use all the right docket numbers. But | think the

nunber...the $22 is in the nunber you have in front of you.
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BENNY WAMPLER: | hear what you're saying. [|I'm

just picking up both---.
MARK SWARTZ: Right. Both things.

BENNY WAMPLER: As far as what the Board is doing,

we're putting both orders in here...both...both docket
nunbers for disbursenent order

BOB WLSON: There was a third docket that has

nothing in the account.

MARK SWARTZ: (kay, okay.

SHARON Pl GEON: But it is this unit?

PETER GLUBI ACK: | guess, M. WIlson, |I'd ask the

Board if it's okay with then, that...just in case, |I'd ask
that all three docket nunber be listed on that order so
t hat ---.

SHARON PI GEON: | agree.

BENNY WAMPLER: | think that would be better, too.

PETER GLUBI ACK: If it's discovered that there's

sonething init, thenit's ordered to be disbursed
percent...according to the percentage.

BENNY WAMPLER. Go ahead...go ahead and read that

docket nunber if you have that.

BOB WLSON: Sure. 1I'mgoing to have to find that

one. The other docket nunber will be 92-1117-0290.
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SHARON PIGEON: Didn't you just give us that?

PETER GLUBI ACK: That's the sane nunber you read

bef or e.

BENNY WAMPLER: Yeabh.

BOB WLSON: Let's try again then.

BENNY WAMPLER: We have that one.

BOB WLSON: Ckay. I'msorry, let nme go back here

then. kay, the account that has the bal ance, the $22.16
bal ance, is 92-0915-0265. The subsequent order, which was
essentially a supplenental, which has nothing in the escrow
account and no escrow account established, is 92-1117-0290.
The order under which we are disbursing is 92-1215-0305.
|'"'msorry about the confusion.

BENNY WAMPLER: That's fine. Wat |'m doing now

is conbining all three of those for the purposes of enabling
di sbur senent .

PETER GLUBI ACK: Thank you, M. Chairnman.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval of

di sbur senent ?

JIM MINTYRE: Mbtion to approve.
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BENNY WAMPLER: s there a second?

DENNI S GARBI S:  Second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

is a petition for disbursenment of funds for Unit VP8SGUL,
docket nunber VGOB-95-1024-0526-02. W'd ask the parties
that wish to address the Board in this matter to cone
forward at this tinme. Qbserving that the sane parties are
here, M. d ubiack, you may proceed.

PETER GLUBI ACK: Thank you, M. Chairman. Once

again, the sane factors, notice of application and
affidavits were nailed to the appropriate respondents
certified mail/return recei pt requested. W would proffer
the sanme conditions. W would furnish a title opinion
letter with regard to that unit. The individual in this
particul ar case, the only individual |isted is D anna

G aham We would ask the Court...the Board enter an
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di sbursenent order in accordance with her percentage
interest in the escrow in the anount of 13.7143% | think
|'ve covered it.

BENNY WAMPLER: Ckay, M. Swartz.

MARK SWARTZ: | would like to indicate that the

percentages that we will back here on in that same unit next
mont h woul d be Hugh MacRae/ CNX Tract 13. The percentage of
escrow i s 8.7279% Hugh MacRae/ CNX Tract 14, percentage of
escrow 9. 0375% Hugh MacRae/ CNX Tract 18, percentage of
escrow 12. 6608%

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion for a

di sbursenent order as requested?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER.  All in favor, signify by saying

yes.

224



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

(No audi bl e response.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The final item

is a petition for disbursenent of funds for unit VP8SGU2,
docket nunber VGOB-97-0617-0587-01. W'd ask the parties
that wish to address the Board to cone forward at this tine.

bserving that the sane parties are here. M. G ubiack
you may proceed.

PETER GLUBI ACK: Thank you, M. Chairman. Once

again, representing in this instance the applicant Jerry and
Phyllis Raines, the sole applicant, represented today before
the Board. |'d ask an order distributing funds to them
pursuant to their escrowinterest as |isted on Exhibit One
at 4.9212% Again, subject to ny proffer to furnish title

i nformati on and ownership information. Once again, notice
of application...notice of hearing, application, affidavits
and supporting docunentation was sent certified mail return
recei pt requested to the afore-listed parties.

BENNY WVAMPLER: M. Swart z.

MARK SWARTZ: I'd like to indicate that next nonth

we'll be here with regard to that sane sealed gob unit. In

Tract 8 will be with regard to Watt/Island Creek Coa
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requesting a percent of escrow in the anmount of 1.4234 to be
distributed; with regard to Watt/Garden Realty Tract 10a,
per cent age of escrow 20.1749% Watt/ CNX/ Cakwood Gat heri ng
Tract 10d, a percent of escrow 38.5342% Watt/ Garden Realty
Tract 10c, percent of escrow 17.4614% and with regard to
Tract 10d, Watt/Garden Realty 1.4783%

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval for

di sbur senent ?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

DENNI S GARBI S: Second.

BENNY WAMPLER:  Any questions?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  You have approval. Thank you very
nmuch.
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PETER GLUBI ACK: Thank you, M. Chairnman.

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Since we are relatively tight and

constrained as to under what circunstances that we can

di sburse noney fromthe account, | don't believe we got any
background material on the record as to why we are

di sbursing these nonies today relative to the Court decision
and that sort of thing. W have docunents on file and have
been provided by M. d ubiack. But possibly for the record,
a brief description of what | ed to these di sbursenents.

BENNY WAMPLER:  You know, | guess we had it on

record---.

PETER GLUBI ACK: | can certainly do that---.

BENNY WAMPLER: ---the last tine when M.

A ubi ack...two...two hearings ago.

PETER GLUBI ACK: | believe so. But, M. Chairman,

at the request of M. WIson, once again as he indicated and
is noted in the body of both the notice and particularly the
applications for each of the units that we just covered,
this matter was filed al nost four years ago as a declaratory
judgnent action in Buchanan Circuit Court seeking a

determ nati on of ownership anong conflicting clainmants to
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coal bed net hane and therefore the escrow of royalty paynent
amounts on account. That order was entered in Decenber of
2001. It was then appealed to the Virginia Suprene Court,
argued and ultimately an opinion was rendered on March the
5th of this year 2004, all of which is a part of the record
submtted...should be nmade a part of the record has been
submtted to the Board as part of the exhibits submtted
with the applications and notices. The ultimte Suprene
Court order upheld Judge WIlians' order, which then ordered
a di sbursenent of funds to the parties who applied today
bef ore you.

BENNY WAMPLER:  Thank you very nuch.

PETER GLUBI ACK: So there has been...for the

record, there has been a, what | would consider, a fina
judicial determnation with regard to ownership of coal bed
met hane.

BENNY WAMPLER:  Thank you.

PETER GLUBI ACK: Thank you, sir.

BENNY WAMPLER.  As a wrap up for the Board, we've

conti nued ei ghteen through twenty...or through thirty-one
until next nonth. At which tinme...|l guess you'll be back,
M. dubiack, for twenty-two?

PETER GLUBI ACK: | think there are two different
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ones. | think it's U-19 and 20.
BENNY WAMPLER: [t's U 19.

PETER GLUBI ACK: There are two of them | believe.

| don't know when.

BENNY WAMPLER: Ckay. All right. M. WIson, do

you have any final...we've already approved the m nutes from
the last tine.

BOB WLSON: Maybe we need to clarify...l don't

think...did we carry forward nore than one of your---?

BENNY WAMPLER:  Only one that | know of.

PETER GLUBI ACK: |'mnot even sure you carried it

forward. |If you did, that's great.

BENNY WAMPLER: We conti nued nunber twenty-two. |

went ahead---.

PETER GLUBI ACK: Wi ch neans we can cone back in

May ?
BOB W LSON: Yes.

SHARON PI GEON:  Yes.

BENNY WAMPLER: Yes, it does.

PETER GLUBI ACK: On.

BENNY WAMPLER: Yeah, | continued it---.

PETER GLUBI ACK: Better than | thought.

BENNY WAMPLER:  Yeabh.
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PETER GLUBI ACK: | thought | had to do...okay.

BOB WLSON: | think you nentioned two---.

PETER GLUBI ACK: | owe you sone paperwork, but |

can cone back in My?

BENNY WAMPLER  Ri ght .

BOB W LSON: Yes.

BENNY WAMPLER: That's right.

PETER GLUBI ACK: Thank you. | will be here.

BOB WLSON: And then the five units that you

fol ks are going to address next tinme are the ones that were

carried forward in addition to the ones we carried forward

in the course of the regul ar business?

you.

BENNY WAMPLER: Ri ght.

BOB WLSON: | just wanted to nake sure.

BENNY WAMPLER. Do you have anything further?

BOB W LSON: No, sir.

BENNY WAMPLER:  Anyt hi ng fromthe Board nenbers?

(No audi bl e response.)

BENNY WAMPLER:  Thank you very nuch. Thank all of

Appreciate it very nuch
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STATE OF VIRA NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 12th day
of May, 2004.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2007.
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